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WAR-TIME MERCHANDISING IN CANADA 
C. L. BURTON 


Increased purchasing power, changes in demand, govern- 
mental control of prices and supplies, the collapse of world 
trade, loss of merchandise at sea and future shortages of goods 
in the retail trade are some of the many features of war-time 
merchandising which are discussed by Mr. Burton, President 
of the Robert Simpson Company. These are matters of every- 
day import to all of us. 

Te 


INCE the outbreak of war, there has been a marked acceleration in 
public spending power in Canada. Governmental spending on the 
war effort has provided the impetus for improved conditions in nearly 
every section of the Canadian economy. Enlistment of men in the 
services, resulting in regular payment of dependents’ allowances to 
their families, where many of them had previously been on relief or 
in low income brackets; the acceleration of manufacturing because of 
war contracts and the opening of special plants and facilities for purely 
war work, all have played important parts in the general improvement 
in retail trade. Retail sales in 1940 were 12% over those of 1939. In 
dollars, the additional sales consummated by retailers in 1940 over 
1939 are estimated at $280,000,000. 


There has been a heavy demand for merchandise of a type which 
indicates that during the depression years families did without home 
furnishings and many personal necessities. As war work developed 
and the industrial machine as a whole was speeded up, the family 
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income was restored or expanded. There has been an impressive reduc- 
tion in the number of persons in receipt of governmental aid. Naturally, 
the first impulse of these families was to acquire those things which 
they had been forced to forego during the leaner days and retail volume 
benefitted accordingly. 


An interesting phase of the retail business done since August 1939 
is that a larger proportion of it has been on a cash basis than formerly. 
It may also be said that collections since the beginning of the war have 
been, good. 


Retailers in Canada had a record Easter trade. Most of the Easter 
business is done in fashion merchandise. It is a credit to the Canadian 
garment manufacturers who have supplied retailers with practically 
all of the fashion merchandise which has been sold this season, that 
it has been of such style and finish that it has been acceptable to Cana- 
dian women. Easter business in the Men’s Wear departments was 
excellent, increased civilian business having more than offset the loss 
of sales to men who are now in uniform. 


The purchasing power of the rural population generally has been 
expanded and they, too, have been adding to the volume of retail sales 
to an important extent. The need of Great Britain for Canadian food- 
stuffs in ever-increasing quantities has assured the mixed farmer or 
livestock producer a market at a reasonable price and the farmer who 
had devoted his labors to the production of wheat in the Prairie 
Provinces has been taken care of as well as seemed possible by the 
operations of the Wheat Board. The Government’s Wheat proposal for 
the 1941-42 crop year whereby wheat acreage will be reduced and coarse 
grains planted, with monetary compensation to the farmers, is probably 
the only immediate solution of the problem which faced the authorities 
in Ottawa. Certainly, without additional storage facilities of uneconomic 
magnitude, the Government could not have committed itself to the 
purchase of wheat in unlimited quantities. 


The impending war loan of several hundred million dollars and the 
unemployment insurance scheme which is expected to come into effect 
about July 1st, as well as all of the deductions which are now being 
made from wages and income will doubtless result in urban spending 
power remaining more or less at its present level, although more work- 
ers will be in receipt of wages as war production and expansion of 
the military and other services intensifies. 


The enlistment of men in the services has had its effect on certain 
divisions of our business. So far 364 employees of the company have 
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enlisted for active service in the army, navy and air force. Besides 
these, scores of younger men have been temporarily released for varying 
periods for duty in compulsory training camps. In certain departments, 
such as the customers’ parking garage and delivery truck drivers, a 
very high percentage of employees have enlisted because of their 
familiarity with motors and mechanics generally. 


Policies to be followed in conducting retail merchandising in 
Canada since September 1939 have been difficult to propound. Very 
few factors relating to retail trade in the Great War of 1914-18 have 
been of much value as guides to the future for retailers in the past 
twenty months. 


It is true that some trends peculiar to war-time conditions have 
made their appearance. For example, the public had recalled the sugar 
shortages and higher prices for that commodity during the last war. 
Within a few days of the declaration of the war in 1939, a huge quan- 
tity of sugar over the normal consumption for that time of the year 
passed from the hands of retailers to consumers and there was evidence 
that hoarding was being indulged in. 


The Government had, promptly, upon the outbreak of war, 
appointed a War-Time Prices and Trade Board, with authority to deal 
with the price and supply of the necessities of life. This Board immedi- 
ately took hold of the sugar problem and in a short time the panic 
buying was over. This was achieved by the re-routing into retail 
channels of millions of tons of sugar in the hands of large commercial 
users so that the demands of consumers were met and the price was 
little affected. Orderly marketing of sugar has characterized the move- 
ment of this commodity since that time. 


Wholesale commodity prices have increased nineteen per cent since 
August 1939. This is a very modest rise considering the extent of the 
increased costs which have entered into the production of many domestic 
commodities. Some of the stability of prices has been due to a similar 
trend having prevailed until recently in the United States. Great credit, 
however, must be given the War-Time Prices and Trade Board for the 
steadying effect its work has had on the internal price structure. It is 
a fact, moreover, that there has been a willing and effective co-operation 
between Canadian retailers and their sources of supply to keep the 
general price structure at a sound level. 

Another factor contributing to price stability has been the almost 
complete collapse of world trade in certain basic commodities. In peace- 
time these commodities moved freely into European countries and even 
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during the last war were imported by France, Italy and the Scandi- 
navian countries. With trading in these commodities largely confined 
to the American continent and Great Britain, there was no incentive 
for prices to rise. Exceptions to this trend occurred only when Govern- 
ment control or subsidy or high ocean shipping rates affected the price. 
The reduction of world shipping facilities has, however, entered into 
the picture to affect the price levels of nearly all such commodities. 
Ships are being diverted from trade channels for Government require- 
ments or are being re-routed to meet the urgency of the present 
emergencies. 


Britain still continues to ship many of her manufactures to Canada. 
Linens, woolens, cotton and artificial silk, piece goods, knitting yarns, 
gloves, hosiery, chinaware and silverware are some of the principal 
imports at the moment. It is an interesting commentary that recent 
shipments of new lines of art china from England reveal a continental 
influence, probably accounted for by the employment of artisan refugees 
from Czecho-Slovakia and other Central European countries in the 
factories of Britain. We shall continue to buy all the merchandise 
we can bring in from England and buying offices there are being 
maintained. 


Our losses of merchandise at sea, owing to submarines or raiders, 
have been negligible. There have been isolated instances of damage 
or loss to merchandise by enemy action while the shipments were en 
route to the British seaport or actually awaiting loading on the ship. 
It is true to say, however, that we have been able to place orders for 
standard lines of merchandise with a great deal of certainty that we 
should receive the goods ordered. Allowance has to be made, of course, 
for a greater lapse of time in the delivery of the merchandise. 


We have recently received some important shipments of watch 
movements and smaller shipments of other manufacturers from Switzer- 
land. The Americas constitute Switzerland’s only source of export 
business and the manufacturers there are, therefore, able to make up 
orders with a great deal of dispatch, but it takes about two months over 
the normal time to deliver the goods to Canada and shipping and other 
charges are inordinately high. 


We have also ordered and received numerous shipments of rugs 
from British India to take the place of Turkish and Persian rugs which 
are now no longer available. These consignments are routed via Singa- 
pore and the Panama Canal. This is now the life line of the Empire 
since naval operations have practically closed the Red Sea and the 
Mediterranean Sea to the merchant marine. 
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Because of the collapse of formerly allied countries now dominated 
by the enemy, and the need of conserving foreign exchange, markets in 
which we bought goods during the last war are closed to us for the 
duration of this war. There are still some articles which may be 
imported from the United States, but the prohibitions are numerous. 
Articles may be brought in from the United States on a temporary 
permit for designing or copying purposes. This is particularly useful 
in the case of fashion goods, since American styles influence the 
Canadian demand. Upon the present facilities which Canadian manu- 
facturers may have for producing merchandise on the prohibited 
imports list depends what additional articles requiring a great deal of 
new plant and machinery would be considered. 

Soon the full impact of import restriction, conservation of our own 
domestic raw materials for war supplies and the increasing need of 
facilities for turning out the weapons of war will reduce the range of 
merchandise available for sale at retail. Manufacturers will, of course, 
provide substitute materials and articles and no doubt will bend their 
best efforts towards supplying the trade with some of the more import- 
ant items not formerly manufactured in Canada. 

There is hardly a line of retail business which will not be affected 
by the prospective shortage of merchandise. For instance, glassware 
is on the list of prohibited imports from the United States. The product 
of English glass works is not suitable for the Canadian trade since they 
are unable to turn out styles to which we are accustomed in great 
quantity and lack raw materials or have difficulties in manufacture 
during war-time which have a definite effect on the quality of their 
products. It is unlikely that the available Canadian glass manufacturing 
capacity will be able to take care of our domestic requirements. 

By Governmental decree, all real silk hosiery will eventually dis- 
appear from the retailers’ shelves. Increasing restrictions on manu- 
facturers will gradually reduce the quantity of silk and increase the 
quantity of cotton and other substitutes used in the manufacture of 
hosiery. 

Conditions will change rapidly in the domestic market as merchants 
seek to replenish their seasonal stocks. Even now, merchandise not 
wanted for immediate sale must be bought on the spot at the time 
offered in quantity if available. As a result, retailers’ stocks and 
commitments for the future have increased tremendously and those 
retailers who had enough foresight to go into the market early and buy 
staple merchandise to the extent of their resources have and will benefit. 
The ability to retain their customers’ goodwill by having merchandise 
of this kind to supply their needs is important to every retailer. 











WHY FEAR INFLATION? 
E. F, BEACH 


Inflationary tendencies are being built up by an insufficient 
supply of particular agents and by general financial pressure. 
If by intelligent fiscal policy we can minimize this pressure the 
economies of the war program will be immensely facilitated. 
Mr. Beach, Acting Director of the School of Commerce, McGill 
University, analyzes herein war-time financial and production 
problems as related to inflation. 


* * x 


N a time of war, price movements are of particular interest. During 
the first seventeen months of war, Canada’s Index of Wholesale 
Prices has risen by seventeen per cent, a moderate increase and not 
by any means of inflation proportions. During the same period business 
has been very good. Unemployment has almost disappeared and retail 
sales have reached new peaks. This situation is in sharp contrast to 
the past decade of low demands and troubled business conditions in 
which unemployment had become characteristic. 


With increasing demands for war production, adjustments must 
be made, but for the moment the business man can prepare for these 
changes by taking advantage of the present circumstances. When busi- 
ness is on a sounder footing it can face the adjustments more easily. It 
would be a mistake to restrict the production of certain non-essential 
goods and services too early, because such restriction would interfere 
with other industries and cause a certain amount of unemployment 
and loss of income—income which would help the war effort. 


Business has therefore enjoyed a period of prosperity. Employers 
and employees have had the benefit of increased incomes, and few have 
felt any considerable burden of the war. 


These conditions cannot continue. We started from a position of 
incomplete employment of our factors of production, and it has there- 
fore been possible to have a considerable expansion in employment and 
production with the general improvement in business conditions. We 
are now, however, in the critical period in which the factors are sub- 
stantially employed, and further expansion in production is limited. 
Under this condition of full employment, and with a continuing growth 
in the demand for war materials, the “business as usual” attitude may 
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be very dangerous. This situation is different from the more normal 
conditions of a prosperity phase of a business cycle, and it is very 
important that the difference be realized. 


The superficial aspect of rising prices may appear to be much the 
same in both cases, but the underlying conditions may bring about very 
different results within a few months. 


In the prosperity phase of a business cycle, there is a contagion 
of good business which feeds upon itself until certain natural limits 
are reached; then a turning point occurs, and a contagion of contraction 
sets in. The limiting factors may come into play even before a point 
of full employment is reached. 


The prosperity may have advanced to a stage where the supply of 
a certain kind of skilled labor is insufficient to fill the demand for it at 
the wage rate then being paid. Wages for this type of labor will tend 
to increase. Costs of material may rise because some plants have 
reached capacity, and further increases of output are expensive. The 
costs of certain undertakings will be greater than originally planned, 
and financial reverses may be suffered. As costs increase, projected 
developments are held up, postponed or forgotten. There may, of 
course, be a continuing growth in total demand, but this demand may 
be turned into other channels. 


In this critical stage, any political or other event which at another 
time would be of slight importance, may be the cause of a slackening 
in optimism which tends to make business men hesitate to undertake 
further expansions. As the rate of growth in the economy is hampered, 
repercussions develop. Hesitation in one sphere of activity becomes a 
stoppage of demand in another. 


It is necessary to the economy that even though expansion itself 
may continue, if the rate of expansion slackens the demand for pro- 
ducers’ goods tends to fall. Then, through the cutting down of expendi- 
tures by these industries, consumers’ goods industries will be affected. 
If the economy has reached a sufficiently critical stage, and the 
extraneous shock is sufficiently upsetting, the economy will suffer a 
reverse which may easily be translated into hesitation, followed by 
pessimism and then contraction. It is to be noted that the further the 
prosperous conditions continue the more will the critical factors 
develop, and hence the more vulnerable will it become to shocks. 


Thus in any business cycle there are limits to the development of 
prosperity and price rises. Prosperity as we have known it in a business 
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cycle cannot continue indefinitely. Under present conditions, however, 
these limiting factors do not exist. We have, instead, the ever-increasing 
demands for war materials made effective by the control of purchasing 
power by the government. There may be some individuals who feel 
that conditions are favorable because we need not fear recession as 
long as the government demands continue. It can be seen, however, 
that this optimism is a short-sighted view of the situation. 


There are essentially two groups of problems in the prosecution 
of a war effort. The first group contains the problems of supply, the 
problems of physically producing the war goods of good quality and 
in ever-increasing quantities. These are the technical problems of 
production. Canada has done and continues to do a remarkable job. 
The war production has been successively stepped up to meet continually 
expanding war demands. The very rapidity of these developments, 
however, endangers the success of the carrying out of the second group 
of problems, those of finance. They are the problems of paying for the 
war production. 


Fundamentally the job of finance is to re-allocate our resources 
as between consumption and war goods. Those consumption goods 
which are not essential to the war effort must be eliminated, and the 
resources turned into the production of war goods. This task of re- 
allocation has been called the financial job because the technique of 
finance is being used to bring it about. It is the natural method of 
an economy of free enterprise. 


The technique of finance is first of all to force resources out of 
the production of goods which are not essential by reducing the amount 
of money spent on them, and by increasing the costs of their production. 
The consuming power is decreased by taxing personal incomes, and 
borrowing from them. The costs of production are increased by taxing 
the industries and the materials they use, and by bidding away and 
otherwise restricting their labor and materials of production. The 
individual producer is left free to make his own decisions, but the 
conditions of production are so changed as to force a lessening in the 
production of those non-essential commodities. Those commodities 
which are absolutely essential the people must continue to buy at any 
cost. The resources of production are thus freed for the production of 
war materials. 


The finance method is a relatively slow one, and sometimes it seems 
to be an uncertain one, especially when we start from a condition of 
incomplete employment of our labor and other resources. The first 
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effect on the economy is then to increase total employment and total 
consumption. The industries producing consumption goods are thus 
first offered an increased demand to which they naturally respond with 
an increased output. 


The finance method is therefore inefficient. It brings about a situ- 
ation which is harder to cure. Employees are given a taste of consump- 
tion which they may find even more difficult to give up. 


It is necessary, however, that the total production of consumption 
goods be decreased as war production increases. The resources of the 
country are limited. There will be an increasing productivity per 
laborer as longer hours and overtime, improved organization and addi- 
tional capital are used, and when the employees are better trained at 
jobs which now are new to them. In all these ways the national income 
will be increased. But if the war production is to take a greatly 
increased proportion of that total, personal consumption must at some 
time begin to decrease. On March 26 of this year, the Prime Minister 
estimated that during the next fiscal year the total war effort of the 
Canadian people would require 44 per cent of a national income of 
almost six billion dollars. This percentage apparently includes normal 
government expenditures. 


Only when the people of the nation are working at their capacity, 
and consuming as little as they possibly can, are we at the peak of our 
war production. Even then we may expand our production for war 
purposes by consuming our capital resources. That is, we do not build 
up, or keep in repair our machines and factories, but use up those which 
we have without replacing them. The extent to which our capital can 
be depleted, however, is also limited. 


It must be kept in mind, furthermore, that large numbers of our 
labor force are absorbed in the active services. On March 26, again, 
Mr. King announced in the House that, in the three services there were 
a quarter of a million men on active service. These men will be replaced 
in part by housewives and others who would not normally be employed. 
It may be possible for sufficient numbers of women to be taken into 
industrial positions to still further increase national production. 


This is the problem of re-allocation of our resources of production. 
These must be turned to the production of war materials. It may be 
questioned whether or not the job can be done by the finance method 
alone. The total federal budget for the next fiscal year will be well over 
two billion dollars. Can we increase taxes quickly enough, and induce 
non-inflationary loans great enough to bring about the desired result? 
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The War Savings Certificates are now bringing in a little more than 
ten million dollars a month, or 120 millions a year. Unless this source 
increases greatly, we cannot expect to obtain any substantial part of 
our needs in this way. It is to be hoped that about half of our needs 
can be met from taxation; yet even this amount would mean more than 
doubling normal tax receipts of the Federal Government. 


Being able to borrow does not solve our problem, for unless there 
is a real diversion of purchasing power from consumption -there will 
be a net addition to the bidding for our limited resources of labor and 
capital. It is this bidding up of the prices of the materials of production 
which brings about inflationary conditions which we wish to avoid. 
The amounts gathered in taxes and War Savings Certificates may be, 
by and large, considered as having been diverted; but only a proportion 
of the other borrowing can be so considered. 


Even before the weight of this inflationary force is felt, there will 
be forces tending to raise particular prices. Wherever there is a 
“bottleneck”, that is, whenever the supply of some particular agent is 
insufficient for the demands made upon it, the price of this agent will 
tend to rise. This crucial agent may be a group of men with some 
special skill; or it may be a particular kind of machine, the supply of 
which cannot be quickly expanded. These specific but important price- 
raising tendencies start long before all the factors have been employed 
and, in fact, have started. The development of these “bottlenecks” 
depends rather upon the speed with which the war industries are gotten 


under way. 


We have, therefore, some prices rising even before the economic 
machine is functioning fully. One of the important special cases is rent 
in areas where war industries have outgrown the supply of housing. 
The government has rightly established control of rents, for if they 
were allowed to increase there would surely be demands for wage 
increases in these areas, following which there would be a tendency to 
increase wages and then prices of goods produced in these districts. 


Once started, the tendency is to continue the increases; every price 
increase has a number of ramifications, causing pressure for increases 
elsewhere. With these specific pressures on the one hand, and general 
financial pressure on the other, the danger of inflation is great. If by 
careful control and management we do escape it, this will be a new 
event in the history of wars. Furthermore, we cannot be wholly guided 
by the effects of the last war on the Canadian economy. We had then 
a measure of inflation which perhaps might have been avoided by such 
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controls as we now have, but we must remember that the war produc- 
tion at the present time is taking a much larger share of the total 
income than in the former war. The difficulties are therefore much 
greater than in 1914-19. 


There are some individuals who ask: Why should we fear infla- 
tion? Let it come! To these we may reply that there are some who 
stand a chance of gaining through inflation, and in doing so they 
escape the burden of the war. This we must prevent if we can. Yet 
income and other taxes are not always reliable instruments for per- 
forming this task. When some people escape the burden of the war, 
either the war effort is decreased to that extent, or it necessarily falls 
more heavily upon others. 


In a period of inflation the burdens are distributed in a very unfair 
manner. It is clear that when prices rise, the man with a fixed income 
suffers just as much as if his money income were decreased directly. 
In so far as the rise in salaries and wages tends to lag behind the 
increase in prices, all recipients of such incomes suffer unless they have 
other means of recouping their losses. All money contracts change in 
value. Those who have a fixed sum of money owed to them, as in an 
insurance policy, find that they have a smaller real value. All creditors 
suffer, and debtors tend to find their debts a smaller real burden, while 
farmers and business men may enjoy extra profits. 


There is, very naturally, some rise in prices as a result of the 
increases in demand during a period of improved business. Further- 
more, import prices rise with adverse exchange rates and increases in 
the costs of ocean transport. Also, as imports become scarce, their 
competitive power is weakened, and some domestic prices tend to 
increase. All of these price increases result not from inflation as such, 
but more or less directly from conditions of war. In themselves, these 
increases may not be serious. They do not result from any weakness 
in the financial condition of the nation. The amount of change would 
not be great, and there is not a continuing pressure for steadily growing 
increases. They do, however, tend to fall more heavily upon some 
individuals than upon others. Therein is their danger, for they breed 
discontent, and a demand for other price increases. 


As inflation develops, all prices do not rise with equal rapidity, so 
that some sections of the economy benefit at the expense of others. 
When the prices of consumer goods increase unequally, expenditure will 
be directed toward the less expensive commodities, causing considerable 
changes in trade channels. There may be disproportionate changes in 
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the prices within an industry, so that certain stages of production 
benefit at the expense of others. All these changes increase the diffi- 
culties of the government’s task of control or stabilization. Once having 
developed, the injustices are difficult to eradicate. 


The attempts of the government to control prices are desirable. If 
prices are kept down, and labor and capital are drawn off to war 
industries, the production of consumers’ goods will decrease, and the 
“surplus” earnings of the people can more easily be absorbed in the 
government’s borrowings. Price increases, on the other hand, with 
prospects of further increases, will result in a growing unwillingness 
to lend money which is likely to become less and less valuable. 


The pressure tending to increase prices is great, and we must do 
evrything we can to ensure the success of the price control schemes. If 
the pressure becomes too great, methods of evasion may develop. If, 
however, by an intelligent fiscal policy we can minimize this pressure, 
the economies of the war program will be immensely facilitated, and 
post-war readjustments will be infinitely less difficult. 


It is to be noted that inflation not only causes difficulties of rehabili- 
tation after the war is over, but it interferes with the war effort. When 
prices increase, the same amount of production of war materials 
requires an increased amount of money. If the war effort is to be 
increased, total war expenditures will have to be much greater. Further- 
more, the controlling of production is greatly complicated if prices and 
costs cannot be known or estimated; and production is held up if 
adjustments in prices and wages, and changes in materials have to be 
worked out in a continually changing economy. 


As inflation becomes extreme, the war effort becomes very difficult. 
Inflation first gathers force in the production goods markets, and as 
resources are rushed into the production of these more durable goods 
the production of consumers’ goods, particularly foods, may suffer. The 
economy as a whole becomes distorted. Extreme inflation is not to be 
feared while the war effort continues so much as after the forces of 
control have been removed at the conclusion of the war. 


The suggestion of limited inflation has found some favor, but as a 
measure of war finance it has no particular advantage and suffers from 
the difficulties we have discussed. Somewhere the limit of price in- 
creases must be established, and the sooner the better, for each rise 
worsens the situation, and by suggesting further rises, makes more 
difficult the government’s task of borrowing. 
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During the past year and a half of war the increases in prices and 
cost of living have not been serious. We must not become complacent, 
however, for the critical period has appeared. In order successfully to 
operate a war economy, close co-operation is required of the govern- 
ment, the producers, and the consumers. Each group must play its 
part. 


The Government must continue to direct resources into the produc- 
tion of war materials. One way in which this must be done is by restrict- 
ing the production of consumable goods through limiting the use of 
materials, capital and men for these purposes. Such restrictions should 
be imposed so as to cause a minimum of maladjustment, resulting loss 
of employment and income. This consideration, however, becomes of 
less and less importance as our economy is speeded up. 


Business men will play their part by undertaking government 
contracts at the expense of non-war production. They must be willing 
to do so even if they sacrifice profits. A continuance of the principles 
of private enterprise is not always in the interests of national welfare, 
especially in a time of war. 


Consumers play a most fundamental part in the drama. It is their 
purchasing power which directs production and they must realize the 
vital importance of this power. By continuing to spend money on non- 
essentials the production in these lines is profitable. By continuing to 
buy after production of non-essentials has been restricted, they will 
impose strains upon the economy and the prices of these goods will 
tend to rise. Consumers must turn more and more of their purchasing 
power over to the government in the form of taxes and loans. They 
must not be content to keep their purchases from increasing; they must 
decrease their purchases. 


The consumer aspect of the problem is the most troublesome one. 
It may well be that the desired result cannot be obtained by merely 
asking the consumer to direct purchasing away from consumption 
purposes. It is not easy to achieve this result in the magnitude required 
if inflation is to be avoided. Only considerable self-denial by all can 
avoid more exacting government action. 


In order to organize our war economy efficiently it is emphatically 
necessary that all of these elements co-operate wisely. Such co-operation 
requires that each individual understand the part which he plays, and 
the relation of his activities to the whole program. 








INSIDE JAPAN 
HUBERT LANGLEY 


“_.. with consumption of necessities of life either banned 
entirely or cut down to the bare subsistence level, the long- 
suffering people of Japan have at least sufficient food for 
thought—and many of them are thinking.” Mr. Langley, who 
is now in Canada after 26 years in Japan, paints an authori- 
tative picture of that country today. 


* * * 


HE first sentence that I learnt when I went to Japan a generation 

ago was: “Nippon wa yama ga oi” (in Japan there are many 
mountains). As a matter of fact, in whatever direction one travels in 
Japan, there seem to be nothing but mountains. The level tracts are 
either narrow strips between the mountains and the sea or they are 
valleys levelled and broadened by centuries of patient labor. Take the 
train from Yokohama to Shimonoseki, a distance of roughly 700 miles, 
and you will see mountains on your right all the way, while on your 
left you will see either more mountains or the sea. Some of the moun- 
tains are bare, but they are usually covered with small pine trees. In 
certain well-known spots, such as Arashiyama and Mino-o, the moun- 
tains are covered from base to summit -with maples, and these, in the 
late autumn, when the crimson leaves are set aflame by the strong 
afternoon sun, are sights no more to be forgotten than the daffodils 
that Wordsworth saw. 


Creeping up the mountain-sides are small rice fields, each more 
diminutive than the one below it, the highest of these small fields being 
no larger than a tablecloth. Each of these fields has been levelled from 
the mountain-side and each is, and must be, level, since the rice fields 
must be flooded while the rice plants are growing. Each rice field must 
be fed by a mountain stream, and the flow of water must be carefully 
regulated so that each tiny field gets enough and not too much; for in 
irrigation, as in everything else, enough is as good as a feast, and there 
is usually no water to spare. 


The primitive wooden plough used by the Japanese farmer must 
be carried up the mountain-side, from field to field. It is back-bending 
labor, and all Japanese farmers are bent by toil long before the time 
has come for them to be bent by years. 
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The average size of a Japanese farm is only one and a half acres, 
and the average income of a farm family averaging five persons is 
400 yen. At the par rate of exchange that is U.S. $200. At the present 
rate of exchange it is less than U.S. $100. That is a small income for 
a year’s labor on two crops, for the Japanese farmer cultivates his farm 
intensively and squeezes two crops a year out of his bit of land. He 
has to do that in order to live at all. On two crops a year, he barely 
manages to subsist; on either of his two crops alone, he would starve. 


His two crops are both cereals, rice being the main crop and wheat 
or barley the subsidiary crop. Rice is grown in seed-beds. The rice 
plants, when about six inches high, are transplanted into the paddy- 
fields. The transplanting of the rice has to wait for the beginning of 
the rainy season, since the tender young plants must be planted in mud 
topped by water. The rainy season is supposed to begin on the 10th 
of June and end on the 10th of July. It is sometimes a little early or a 
little late, but it always ends with a thunderstorm before the middle of 
July. From the time of that thunderstorm, marking the end of the 
rainy season, the rice fields must be kept flooded by diverting into them 
tiny streams, or by pumping water from wells where no mountain 
streams are available. 


The rice crop is harvested in late November. It is cut by hand 
with a small sickle, the sickle having an almost straight blade set at 
right angles to the handle. The rice stalks are tied in sheaves and the 
sheaves are suspended, upside down, on horizontal poles. The long 
rows of sheaves look a bit like rather discreditable washing hung out 
to dry. When the rice grains are dry and hard, the farmer strips them 
from the rice stalks by pulling the latter in handfuls through a kind 
of inverted comb with long iron teeth. The grains of rice fall on to a 
straw mat placed behind the comb. These are then put into a hulling 
machine, which is a kind of drum turned by a handle. The rice grains 
and the chaff are taken out of the drum all mixed together, and the 
chaff is then separated from the grain by a method that goes back at 
least to the time of the Psalmist, who wrote: “For the wicked are like 
the chaff that the wind bloweth away.” The farmer waits for a windy 
day. He then carries his few bushels of grain, mixed with chaff, out 
into the open. With a wicker scoop he scoops up the rice and chaff and 
lets them fall together. The grains of rice fall back on the straw mat 
from which they have been scooped and the wind blows the chaff away. 


Within a couple of weeks after the rice has been garnered, the 
fields are ploughed for winter wheat or for barley. This crop is sown 
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on a flat-topped ridge, the ridges being several feet apart. When the 
wheat or barley is fully grown, the width of the rows of ears is about 
a foot, and the crop looks most luxuriant. The wheat is sown in rows 
a few feet apart, instead of being broadcast, because during the period 
of growth it must be watered and fertilized. Chemical manures are 
used when the farmer can afford to buy them, but the fertilizer most 
used by the Japanese farmer is what presumably Adam used when he 
was driven forth from the Garden of Eden and condemned in the sweat 
of his face to eat bread. 


The wheat grown in Japan is too soft for milling into flour for 
bread. It is made into “udon” (a kind of noodle), of which the Japanese 
are very fond. Wheat for milling into flour has to be imported, and at 
the present time very little is imported. 


Since the outbreak of the hostilities with China, in July 1937, bread 
has been increasingly scarce, and the quality of the bread has steadily 
deteriorated. What is mixed with the low-grade wheat flour only the 
Japanese miller knows, but appearances, backed by taste, suggest 
China slay. Worse adulterants could be found — sawdust, for example 
—but China clay, even though doctors sometimes prescribe it under its 
Latin name of bolus alba, is devoid of nutriment. Yet the bread offered 
for sale by the bakers, poor and unpalatable as it is, is all sold out long 
before noon every day. It will not toast, and there is no butter to help 
it down. There is indeed a sort of margarine, but this is made from 
whale oil and is better left alone. 


Of course, bread is eaten only in cities and large towns. It has no 
place in the diet of the vast majority of the Mikado’s subjects. The 
farmer and the fisherman, and the laboring classes generally, eat rice 
—or they did before Japan began to eat China. They now eat rice mixed 
with barley, and they do not like the mixture. Also, the rice must be 
either unpolished or at most half-polished, and all Japanese like polished 
rice, even though it does give them beri-beri. The Japanese have been 
told officially that it is much better to eat unpolished rice, just as people 
have been told in this country, from time to time, that it is better to 
eat bread made from whole meal, but whether unpolished rice is better 
for them or not, Japanese people of all classes prefer their rice polished. 
Unpolished rice, when boiled, has a brown tinge and has a rough feel 
in the mouth. 

The farmer’s diet consists of rice, the cheaper kinds of dried fish, 


a vegetable resembling spinach, and pickles. The last word, unless 
explained, would be misleading. At the end of every meal, all Japanese 
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eat a kind of pickled radish, though the word radish is again mislead- 
ing, since the Japanese radish is white in color and weighs several 
pounds. These radishes are pickled in salt and mustard and are cut 
in slices before serving. The slices of radish are placed in a little side 
dish and a thimbleful of soy is poured over them for flavor. This pickled 
radish is an undoubted aid to digestion, serving the same purpose as 
cheese in our own diet. 


Although during the past seventy years Japan has undergone a 
kind of industrial revolution, sixty per cent of the population are still 
farmers. The farms are small for the very good reason that all the land 
that can be cultivated is already, and for many years has been, culti- 
vated, and the population increases at the rate of about 900,000 a year. 
The smallness of the Japanese farm makes the poverty of the farmer 
inevitable, and his poverty compels him to use the most primitive imple- 
ments. His plough is a simple wooden frame with a small steel share, 
the only metal in the plough. It is so light in weight that, at the end 
of a furrow, he lifts it bodily and carries it to the beginning of the next 
furrow. His spade is more like a clumsy hoe, for the reason that all 
Japanese find a pulling movement easier than a pushing movement. As 
a race, the Japanese are strong in the body and in the legs, but they 
are weak in the arms. And so a Japanese never uses a wheel-borrow. 
He puts earth, or whatever has to be moved from one place to another, 
into a pair of shallow wicker baskets. These are slung at the two ends 
of a pole and carried on the shoulder. 


The poverty of the Japanese farmer is increased by his heavy 
debts. As the farmer has nothing much to offer in the way of security, 
the interest on his debts is at a high rate. In fact, the interest that he 
ordinarily pays is so high that he can never hope to re-pay any part 
of the principal. In recent years, realizing that something had to be 
done about the plight of the farmer, the Government has arranged for 
many farmers’ loans, bearing very high rates of interest, to be con- 
verted into indebtedness to the Government at much lower rates of 
interest. 


But while the Japanese farmer is so badly off that he seems to touch 
the nadir of poverty, he is really no worse off relatively than the average 
farmer in Canada or the United States. He is, in fact, relatively better 
off, as a few comparisons will show. His incomé, small as it is, is 
almost equal to that of the railway employee, whereas in Canada the 
railway employee, with an average income of $1,549 per annum, is four 
times as well off as the Canadian farmer, whose farm income, over a 
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period of eight years, has averaged only $400 per annum. Only two 
per cent. of the employees of the Japanese Government Railways receive 
salaries of 80 yen a month or more. Such railway officials rank as 
higher civil servants, and they have thirty years of service behind them 
when they attain this higher rank and the relative affluence of 80 yen 
a month, which, at the current rate of exchange, is less than $20 a 
month in American money. To take, for comparison, a few other 
examples of earnings, college graduates of 23 or 24 years of age begin 
their business careers at salaries ranging from 60 to 70 yen a month. 
A carpenter gets 3 yen a day, while a policeman, a man of some educa- 
tion and considerable authority, gets around 30 yen a month until length 
of service entitles him to higher pay. A Japanese general gets less, on 
a peace footing, than a lieutenant in the American or the Canadian 
army. A professor in an Imperial University, for the first ten years 
of his academic career, gets the merest pittance—less than a bare living, 
according to Japanese standards. 


The whole problem of Japan is that there are too many people for 
the jobs: too many farmers for the available soil, too many fishermen 
for the available catch, too many producers for the available markets, 
too many merchants, too many brokers whose offices are the public tea- 
rooms, and, above all, too many shop-keepers. In Tokyo, it has been 
officially estimated, there is one shop for every six households. And 
yet the Japanese Government has recently offered a special bounty to 
parents of ten children the youngest of: whom has attained the age of 
six years! Of course, with 600,000 square miles of additional territory 
now under Japanese control, the present surplus in the matter of pop- 
ulation may seem, to those in authority, only the mitigation of an antici- 
pated future shortage for the proper exploitation of the new territories 
gained and to be gained. And if there should be a serious attempt to 
give effect to the program of expansion about which Japanese leaders 
have for years vaguely spoken, more than the existing man-power would 
undoubtedly be needed to carry out and maintain that expansion. 


Meanwhile, with charcoal—for both heating and cooking—rationed 
at half a pound per head per day, and consumption of other necessaries 
of life either banned entirely or cut down to the bare subsistence level, 
the long-suffering people of Japan have at least a sufficiency of food 
for thought. And many of them are thinking. 








IS ADVERTISING A WASTE? 
B. W. KEIGHTLEY 


“_.. look at advertising as it is, enquire how it BECAME 
what it is and what it PERFORMS for the individual business 
which employs it.”” Admitting its imperfections, Mr. Keightley, 
Advertising Manager, Canadian Industries Limited, takes up 
the cudgels on behalf of advertising. 


* * * 


ERHAPS at some period in the dim and distant future some his- 

torian may strive to create for his readers a picture of these times 
in which we live, and of the phenomena that accompanied our indus- 
trialized and mechanized system. Probably he will record the fact that 
it was a competitive age—that men competed one with the other for 
jobs, that several or many companies competed for the same markets, 
that they had salesmen out promoting the sale of their goods, and they 
used something called “Advertising” to assist in this promotional work. 
And he may be in some doubt as to what it was all about. 


Small wonder .. . a great many people of today ask themselves 
the same question! They are surrounded by advertising of one kind 
or another wherever they go, whichever way they turn. It is in the 
periodicals they read, in the mail they receive, on the air with their 
radio programs, along the roads on which they drive their cars—and, 
now that aviation has come into our lives, sky writing traces advertise- 
ments in the air. 


The request, the injunction, the exhortation to buy somebody’s 
goods is a part of our every waking hour. The only place that advertis- 
ing hasn’t reached us—yet—is in our dreams, and don’t be too sure 
that will last. 


This queer manifestation of our age merits some examination — 
both to see what makes it tick, and why it ticks so loudly, and if it’s 
all “tick” and no clock. 


How important is advertising in Canada? We can give you the 
figure on National advertising—that is, the round sum spent by 
advertisers whose products are distributed more or less on a national 
scale, and who, therefore, can and do use the usual “national”? media— 
newspapers, magazines, radio and outdoor. 
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These figures will take no note of “local” or “retail” advertising; 
that is, small businesses and retailers whose efforts are confined to a 
restricted area. National advertising in Canada is a forty million dollar 
business, divided up amongst these main channels—newspaper, maga- 
zine, radio and outdoor. 


Now, forty millions look like “small potatoes” at this time, when 
war costs are reflected in astronomical figures, but it is a respectable 
item in the normal peace-time business budget of twelve million people. 
It is $3.50 per man, woman and child. Let’s remember that figure for 
our later discussion. 


Advertising, like all institutions in a democratic country, has come 
in for its share of criticism. This is fortunate because, like most insti- 
tutions, criticism tends to act as a balance wheel against excesses. The 
advertiser can, theoretically, say what he pleases in the space he buys. 
In practice, he is bound to keep a weather eye on Public Opinion’s view 
of what he says. Extravagant or misleading claims, vulgarity, fraud 
— these things result in public outcry . . . and Government is always 
looking over the shoulder of Public Opinion, ready to. take action if 
public disapproval should prove an insufficient deterrent. 


One school of critics — particularly in the past ten years — has 
levelled at advertising the charge that it is an economic waste. They 
have looked at our annual cost of forty millions for the country, and 
our personal cost of $3.50, and said: “If goods were distributed without 
this uneconomic and unnecessary charge the goods would reach the 
consumer more cheaply.” Exactly $3.50 a person a year more cheaply; 
that is, if one could pull this one particular, small wheel out of the 
economic machine and have everything else go on working. 


But would it? The answer, of course, depends upon the premise 
from which our argument starts. Are we talking about a world as it 
ought to be—or a world as it is? If the former, the defender of adver- 
tising has no answer for the practical reason that he has to do business 
in a world as it is, not in a world as it ought to be. 


He will say something like this to the critic: “My dear fellow, 
everybody I know who has goods to sell finds it necessary to exert effort 
to sell them. Even the Post Office—a Government monopoly in the 
handling of mail, has to sell its various facilities. The Government, 
right now, is having to sell its War Savings Certificates. Until and 
unless people knock on the factory door and demand my goods, I’m 
going to need salesmen to call on the dealers who sell my goods to the 
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public, and I’m going to use advertising to the public to help move the 
goods off my dealers’ shelves. You, my dear critic, would do the same 
if you had goods to sell—or you’d go bust! That’s the way things are 
in this business world in which I find myself, and if you want to talk 
about another kind of world, all set up the way it ought to be, why come 
back tomorrow. I’ve got to hustle now to sell enough goods to meet next 
month’s payroll.” 


Now, somewhere in between the views of the critic who says that 
advertising generally is an economic waste, and the ardent defender of 
advertising who says it is NOT, is the middle ground occupied by most 
thoughtful users or practitioners of advertising. 


“Yes,” they say, “there is waste. There is first the avoidable waste 
of badly planned, badly executed and badly placed advertising. That’s 
the kind of waste we are most concerned about. But we are constantly 
striving to cut down this waste by knowing and doing our job better. 
Then there is the unavoidable waste of any broadcast appeal—you must 
cover the whole of the circulation of a newspaper or other medium in 
order to reach the percentage of potential buyers. But a broadcast 
appeal is the only practical method of doing it. It is a means of sifting 
out of the whole the particular part we need. Our salesmen do the same 
thing—tthey ask every prospect visited for an order, in order to find 
the ones who have an order to give. A fisherman has to whip a lot of 
stream to catch one fish. 


“Then there is the competitive waste. Five firms selling flour, 
breakfast food, shoe polish or motor cars—all advertising for the same 
business and sharing it in proportion to the excellence of their respec- 
tive products and the aggressiveness of their sales and advertising 
methods. Five bakeries or dairies delivering on the same street. 


“Theoretically, I agree that there is waste. But how are you going 
to stop it? Isn’t all life competitive? Don’t nations compete for world 
markets? Doesn’t every form of life compete with some other form 
of life? What’s the use of a blueprint for a competition-less national 
economy unless you can get it accepted on an international scale?” 


Now, let’s leave the critics and the defenders to their debate and 
look at advertising as it is, inquire how it became what it is, and what 
it performs for the individual business which employs it. 


Advertising is forty million dollars’ worth of publicity for goods 
offered for sale. In a general way, all branded products are advertised. 
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Why? To make one individual sale? Of course not. It is to assure to 
the factory a buying habit on the part of his customers that will ensure 
continuous operation of the plant, advance buying of raw materials, 
maintenance of up-to-date machinery, research to improve the product 
or produce new ones. Generally speaking, the experience of business 
has been that if it stops advertising, business falls off, one operation 
after another slows down, decay sets in, and the business folds up, or 
is absorbed by a more energetic competitor. 


How has advertising become what it is? There has, of course, 
always been advertising of a kind. The street vendors of England have 
been at it for hundreds of years, rendering more or less melodiously 
such musical advertisements as— 


“Who'll buy my bonny lavender, 
Sixteen branches a penn-ee?” 


This crying of wares in the market-place is a simple outcome of a 
simple process. You had something, or you had made something, and 
you wanted to dispose of it in trade. First, men traded by barter, then, 
since the article offered in barter was infrequently what they wanted, 
in some medium of universal exchange. So came money. 


Advertising would probably have continued indefinitely by word 
of mouth and signs on rocks and fences had not the factory system 
replaced hand-crafting, and the great community effort which is the 
modern factory produced goods in mass quantities demanding mass 
markets. The crier of lavender now does it by the modern method— 
perfumes, soaps, toilet waters, talcums — beautifully prepared and 
boxed, are advertised to a market of millions by all the modern methods 
of newspaper, radio, magazine. Advertising in its modern form has 
origins as simple as that. 


The early manufacturers thought that their problems were bounded 
wholly by production—raw material, machinery, labor, finance. Market- 
ing never entered into their heads. Jobbers, wholesalers, retailers saw 
to such matters. Even today, one may discover, here and there, manu- 
facturers who only make things, leaving to marketing organizations 
the distribution of their goods and the maintenance of their volume. 
But such cases are rare. 


You will find the great period of expansion in advertising in the 
period following the Civil War, that tremendous period of expansion 
of industry and the multiplying of the products of industry; a period 
marked by feverish development of new inventions both for home and 
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community use. By the end of the nineteenth century it was in full 
blast, and exhibitions were held about it in the United States, in Britain, 
in France. 


The early stages of this expansion in telling the public about the 
goods was marked by the excesses which are characteristic of any boom. 
Business itself was long on expansion and short on ethics. Much of the 
advertising was distinguished by exaggeration, by misleading state- 
ment ... in some cases, by actual fraud. 


But the law of diminishing returns has tended gradually to estab- 
lish a balance between the facts about a product and the statements 
about it in the advertisements. Business men learned that the public 
could NOT be damned. The foremost practitioners of advertising, 
assisted ably by publishers and advertising agencies, themselves created 
the “Truth in Advertising’ movement, recognizing that their most 
valuable asset was credibility, and that a disbelieving public was an 
unresponsive public. In later years, Government itself has taken a 
hand in the game, and the misleading claim, the fraudulent testimonial, 
the misleading statement of contents or of results to be achieved, has 
been ruled out. Enlightened advertisers said “Amen” to such steps; 
they had already bound themselves by such canons of truth and good 
taste—they welcomed elimination of the misleading advertising of the 
firms that were not so bound. 


In its early stage, advertising was saddled merely with the task of 
selling Jones’ article instead of Smith’s; this for the reason that the 
factory system first took unto itself merely the task of producing en 
masse, in factories, the simple goods formerly produced in small 
quantities by hand. 


But a bigger job for advertising was just around the corner. 
Inventors, scientists, engineers, chemists were not long in starting a 
flood of entirely new devices, products, conveniences in whose use the 
public had to be educated and which had to be sold to the public. Count 
over the conveniences and comforts in your home which, while common- 
place to your children, were either novelties or unknown to your grand- 
father. Electric sweepers, toasters, irons, refrigerators, telephones, 
radios, oil burners or automatic stokers. And so on. Each in its turn 
must establish for itself an entirely new market, because people had 
never before bought such things. 


Perhaps our historian of the future will see more clearly than 
we—who have been a part of it—the social effects and benefits of this 
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business of creating mass acceptance of new devices that contribute to 
comfort and convenience. Perhaps he will say something like this: 
“The progress towards material comfort of the people of the late nine- 
teenth and early twentieth centuries was made possible by several 
groups of men. There were first the inventors—the people who saw 
the need, imagined the solution, and invented the device or the product. 


“Then there were the producers — the men who took the article, 
studied its nature and make-up, and devised machines and methods 
whereby they could be mass-produced at low cost. Then there were the 
sellers. These were the men who went out and sold by word of mouth 
to the trade; and their collaborators, the advertising men who told the 
story to the final user by millions of messages in newspapers, magazines, 
outdoor posters, radio programs.” 


Perhaps, too, our historian may further say something like this: 
“The whole process involved a quite accidentally erected but remark- 
ably efficacious system whereby the living standards of the community 
were continually improved by new comforts and conveniences, and 
great numbers of people set to work in industries which had had no 
previous existence. The system rather cleverly held out extra rewards 
for extra initiative and effort, to those who either devised or made new 
or better products, or were successful in marketing large quantities of 
them. Amongst these “marketeers” were the advertising men who 
made known to millions of their fellow-citizens the merits and desir- 
ability of the products, and thereby helped sell them. This, in turn, kept 
factories running and the payrolls large. The strange thing about the 
period was that little or no credit was given to the system for its 
palpable achievements, but a great deal of abuse directed towards 
it for its sins of omission in not making prosperity and employment 
universal.” 


Viewed from the outside, advertising as we know it here in Canada 
(and our picture is about the same as that of the U.S.A., but one-tenth 
as large), may appear to the lay critic as still leaving much to be 


desired. It may seem ubiquitous . . . in too many places. Probably this 
is true; it is a mistake to overdo anything. It may seem wasteful. 
Again ...in some degree. . . true, but its practitioners are striving to 


cut down waste. It may still seem, in some cases, to be in questionable 
taste. Undoubtedly true. We hope that common sense, if not good 
business, will dictate a change of pace to the offenders. 


But viewed from the inside, there are men sincerely convinced that 








Is Advertising a Waste? 19] 


advertising can and does pull its weight in our present economic system. 
They believe that it is a valuable part of the sales effort by which mass 
distribution is secured for mass-produced goods. They believe that 
they will have an important contribution to make to the post-war 
period, when industry must accept the task of putting back to work 
hundreds of thousands of men who have been either in uniform or 
engaged upon war work. 











CORPORATE REORGANIZATION IN CANADA 
R. B. WILLIS 


Mr. Willis of the Department of Business Administration, 
University of Western Ontario, analyzes the shortcomings of 
Company reorganization in Canada under existing legislation 
and goes on to point out the salient features in the United 
States scene which might serve as a guide for Canadian 
legislators. 

2. ae 


HE publication of the Report of the Royal Commission! appointed 

to inquire into the affairs of Abitibi Power and Paper Company, 
Limited, has perhaps served to focus public attention upon the existing 
legal machinery available in Canada for the reconstruction of corpora- 
tions more than has the protracted impasse in the reorganization 
proceedings of that company. It may be hoped that the present healthy 
financial position of Canadian enterprise, induced in part by the effects 
of war activity, may not militate against a proper appreciation of the 
findings of this Commission. 


In view of the failure of important elements of the population to 
regard Dominion-Provincial relations as worthy of consideration during 
the war, a lack of interest in the more restricted field of corporate 
reorganization is quite understandable. On the other hand, the 
inevitability of a period of reconstruction and consolidation after the 
termination of hostilities emphasizes the necessity for an adequate and 
efficient system for the rehabilitation of companies in distress. This 
paper, accordingly, seeks to examine the prevailing Canadian legislation 
with the object of disclosing deficiencies and suggesting possible 
remedies. Discussion will be confined to litigated reconstruction involv- 
ing the intervention of formal legal procedures as distinct from 
negotiated reconstruction. 


Fundamentals of Legai Reconstruction 

It has long been recognized that traditional bankruptcy legislation 
and equity receivership? may be unsuitable for corporate reorganization 

1Report of the Hon. Charles Patrick McTague, Justice of Appeal of the Supreme 
Court of Ontario; Albert Edward Dyment, Esq., and Sir James Dunn, Baronet, 
upon the affairs of Abitibi Power and Paper Company, Limited, pursuant to Order- 
in-Council dated the 1st day of November, 1940. 

2Cf. Swanstrom, Luther D., Chapter X, Corporate Reorganization under the 
Federal Statute (Chicago, The Foundation Press, Inc., 1938). 
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because of the peculiar character of a corporation, the impossibility of 
carrying out anything resembling a judicial sale, and because of the 
ease with which dissenting minorities may block any plan of 
rehabilitation. 


Current opinion would appear to indicate that any statute govern- 
ing corporate reorganization must possess the following attributes: 

1. Provision of speedy, inexpensive and effective techniques for 

reconstruction. 

2. Safeguards to protect the rights of both majority and minority 

interests. 

8. Careful supervision by the court of the powers, rights and acts of 

all interested parties. 

4. Assurance that any plan adopted is reasonable and fair and recog- 
nizes, as well, the “ability to pay” of the corporation affected. 
Machinery for making effective any plan so formulated. 

Adequate recognition of the public interest. 

7. A realistic approach to the special problems induced by corporate 
difficulties—particularly valuation of the equity, priorities, and the 
necessity for reorganization rather than sale of the property. 


ad te 


Existing Canadian Legislation 

In the British North America Act, the Dominion was given power 
to deal with bankruptcy and insolvency. This right was first exercised 
in 1869 and an amending statute enacted in 1880. The Act, however, 
proved unsatisfactory and was repealed in 1880. From 1880 to 1919 
no federal legislation existed to govern bankruptcy and the responsi- 
bilities were assumed by the provinces under the clause in the B. N. A. 
Act granting to them jurisdiction over “property and civil rights in 
the province.” 


In 1919, the Dominion of Canada passed the Bankruptcy Act,® 
amended extensively in 1923 and 1932. Most of the provincial statutes, 
however, remained in force, but ineffective because the courts held 
that any provincial legislation dealing with debtors must yield to 
Dominion law on the same subject.* 


3Now R.S.C., 1927; Chapter 11, as amended by 21-22 George V, Chapter 17 
(1931) ; 21-22 George V, Chapter 18 (1931), and 22-23 George V, Chapter 39 (1932). 

4The efforts to reorganize the affairs of Abitibi Power and Paper under the 
Ontario Judicature Amendment Act, 1935, are an interesting illustration of this 
point. On January 21, 1938, a motion for approval of a plan of reconstruction 
under this Act was denied on the grounds that, inasmuch as the Dominion had 
provided a “valid code” by which compromises with bondholders might be carried 
out,.resort could not be had to provincial legislation possessing the same objects. 
An appeal by the Bondholders’ Protective Committee to the Court of Appeal was 
dismissed on June 13, 1938. 
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With the accumulation of corporate difficulties influenced by the 
depression, the Dominion Parliament deemed it expedient in 1933 to 
recognize the necessity of providing a speedier, more informal and less 
burdensome technique for carrying out arrangements and compromises. 
In consequence, the Companies’ Creditors Arrangement Act® came into 
being. 


By this enactment, a compromise or arrangement between a debtor 
corporation and its unsecured or secured creditors may be submitted 
by the parties interested to a competent court. The court may convene 
meetings of such creditors or classes of creditors, and, if it deems it 
expedient, the shareholders of the company to consider the proposal. 
Before the plan may be declared effective and binding by the judicial 
authority, it must be approved by a majority in number representing 
three-fourths in value of the creditors or classes of creditors present 
or represented at the meetings held pursuant to the Act. 


In 1934, Section 123 was added to the Dominion Companies Act® 
to supplement the Companies’ Creditors Arrangement Act. This section, 
in essence, provided that where a plan of compromise or arrangement 
is proposed between a corporation and its creditors or any class of 
them, or its shareholders or any class of them, which affects the rights 
of shareholders a competent court may convene a meeting of share- 
holders or of any class of them. If three-fourths in value of such 
shareholders represented and voting, in addition to the requisite 
majority of creditors, approve, the court may uphold and confirm the 
plan. 


In this brief review of Canadian reorganization legislation, the 
Winding-Up Act’ has been ignored because of its pre-occupation with 
dissolution and liquidation proceedings. 


Deficiencies in the Present Legislation 

It is perhaps significant that the Companies’ Creditors Arrange- 
ment Act has not been widely utilized in the reorganization of important 
Canadian corporations. Although a considerable number of reconstruc- 
tions involving limited security interest have been effected under the 
statute, a mere half dozen of broad public interest have been carried 
out within its provisions. 

5“An Act to facilitate compromises and arrangements between companies and 
their creditors,” 23-24, George V, Chapter 36. 

624-25, George V, Chapter 33. 

TR.S.C., 1927, Chapter 213. 


8Examples: Winnipeg Electric, Canada Steamship Lines, Gurney Foundry, 
Connaught Hotel, etc. 
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It must be borne in mind, of course, that most corporate trust 
deeds in Canada contain so-called “compromise clauses” permitting 
modification of the debenture or bond indenture by extraordinary reso- 
lution, such modification customarily being conditional upon acceptance 
by 60%-75% of the obligations affected. 


The Act, moreover, did not come into being until 1933 and for the 
next year or two there undoubtedly existed some hesitation about 
employing its new and unfamiliar provisions. By that time most 
corporate reorganizations in Canada attributable to the depression had 
become history. 


Despite these qualifications, the apparent inability of the statute 
to be of service in the Abitibi impasse, as well as several others, must 
lead to the conclusion that it is not wholly satisfactory. In his testimony 
before the Abitibi Commission, Mr. W. Kaspar Fraser, K.C., alluded to 
certain shortcomings :® 


1. The absence of any means of determining what the property is 
worth, its earning power and where the equity stops. 

2. The lack of consideration for classes of security holders who do 
not accept, to the 75% extent required. 


Mr. Fraser went on to say,?° 


“We have too often seen that a reorganization under the Com- 
panies’ Creditors Arrangement Act provides for everybody even 
though it is recognized that shareholders . . . have no real interest 
in the property. ... You have the anomalous situation of bond- 
holders taking something that is worth very much less than par 
for their bonds, and you still give some pieces of paper to the 
stockholders.” 


Carrying the story beyond the limits of Mr. Fraser’s discussion, 
the defects of the present Canadian legislation with respect to corporate 
reconstruction appear to be: 


1. The preparation of a plan of reorganization or compromise by 
those affected rather than by a competent agent of the court. 

2. The absence of any competent body or authority available to the 
court to pass upon the technical aspects of valuation of earning 
power and assets, the rights of the various security holders, and 
more particularly the public interest. These points involve a back- 
ground of special knowledge which a jurist cannot be expected to 
possess. 


®9Cf. Financial Post, December 21, 1940. 
10Cf. Financial Post, as above. 
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3. The difficulties in securing acceptance by three-fourths in value of 
each class of security holders and the failure to provide for 
instances in which 75% cannot be obtained. 

4. Delays occasioned by the lack of machinery for dealing with classes 

who do not support the proposal to the extent of the required 75%. 

The facility with which outside interests may “muscle-in” on any 

reorganization with the object of personal profit. It is well known 

that such tactics have been employed in several Canadian recon- 
structions with no small degree of success. 


6. The absence of control over protective committees and deposit 
agreements. (The Abitibi Commission devoted considerable atten- 
tion to the latter but little to the former.") 

7. Failure to provide in the statutes for a realistic approach to ability 
to pay on the part of the debtor corporation, and for recognizing 
that if no equity exists, no consideration should be given to such 
interest. 


or 


American Precedent 

In 1934, the Congress of the United States, recognizing similar 
defects in the existing American legislation governing the rehabilitation 
and reconstruction of corporations, added certain sections to the 
Bankruptcy Act—Section 77B applicable to industrials and Section 77 
to interstate railroads. Designed to provide a simple, more direct, and 
inexpensive technique for rehabilitation ‘the Supreme Court had the 
following to say of the sections in early cases: 


“The demand became more insistent for a practice more open, 
more responsible, more efficiently and closely regulated and withal 
more nearly valid under the supervision of a court of bankruptcy. 
Section 77B, enacted in 1934, was born of that demand.” 


“The power to sell separable chattels more or less fungible or 
even land itself, presupposes a market, a concourse for buyers who 
will compete. After struggling for many years with the patent 
subterfuge of a sale to committees of creditors, Congress took this 
step and declared that when it was just, the creditors might be com- 
pelled to accept new interests in the property. ... Prior to the 
passage of the act, neither proceedings under the old bankruptcy 
laws, nor receiverships in equity, furnished adequate relief for 
distressed corporate debtors, their creditors and stockholders, under 
modern conditions.” 


11Cf. No. 1, Page 6. The report of the Securities and Exchange Commission 
with respect to reorganization committees also should be consulted. 

12Duparguet, Huot & Moneuse Co. vs. Evans, 56 S. Ct. 412. 

13In re Lake’s Laundry, Inc., 79 F (2d), 326. 
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Although many hundreds of corporations were reorganized under 
Section 77B, Congress decided, in 1938, to rectify certain weaknesses at 
the time of the recodification of the Bankruptcy Act. Chapter X™ of 
the new statute, the Chandler Act replaced Section 77B, and Chapter 
XV, also known as the Railroad Adjustments Act, replaced Section 77. 
Chapter XI was designed to make possible compromises between com- 
panies and their unsecured creditors. 


In essence, Chapter X takes cognizance of :*° 

1. The necessity of reducing delays and expense in reconstruction. 
Permitting rehabilitation without the stigma of bankruptcy. 

3. The fact that a judicial sale as part of reorganization has been an 
unwholesome fiction. 

4. The courts should be given definite and careful jurisdiction over the 
fees and acts of all parties interested in any reorganization. 

5. The necessity for competent advice for the court upon the merits 
of any proposal. 


The salient provisions of the legislation of interest to the student 
of the Canadian scene are the following: 


1. Proceedings may be instituted either by the corporation or by its 
creditors. 

2. One or more disinterested trustees are appointed by the court 
depending upon the amount of indebtedness. (An additional trustee 
— appointed from the directors, officers or employees of the 
debtor — may be charged by the court with managing and oper- 
ating the properties and business.) 

8. The independent trustee within a certain period must draft a plan 
of reconstruction. In this connection, creditors and shareholders 
of the debtors are at liberty to make suggestions to him. 

4. The justice must hold a hearing upon the plan at which any inter- 
ested parties may make representations. 

5. The plan must be referred to the Securities and Exchange Com- 
mission for advice by the justice if the indebtedness exceeds 
$3,000,000. If the indebtedness is less than the figure named, it 
may be thus referred. 


14Chapter X also applies to public utilities and inter-state railroads subject, of 
course, to the rights of the effective Federal authorities in each instance. 

15Virtually all these features were applicable as well to Section 77B. The 
origination of the plan by the trustee instead of by the creditors or debtor corpora- 
tion is an example of one essential difference. The reader is referred to Swanstrom 
for what is possibly the most comprehensive review available of Chapter X. 
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6. After the views of the S. E.C. have been expressed, the justice 
must declare any proposal “fair, equitable and feasible.” 


7. The plan then may be submitted to the creditors and shareholders. 


8. If the corporation is judged solvent, any plan must be approved 
by two-thirds in amount of all classes of security holders, including 
the stockholders. If insolvent, the creditors only vote upon the plan. 

9. If accepted, the plan is declared effective and binding by the court 
upon all “affected” parties. 

10. Adequate protection is provided for any class of security holders 
which does not accept the plan to realize upon its claims, but this 
may not necessarily be in cash. 

11. Recognition of priorities and the degree of participation to be 
granted to stockholders in the reorganized capital structure.’® 


WHITHER Now — CANADA? 
The Abitibi Commission’ has this to say on Page 15 of its 
findings: 

“However, we make bold to present our views in the hope that 
sufficient public interest may be aroused to bring about changes in 
the present law. As to whether it should be accomplished by repeal- 
ing the Companies’ Creditors Arrangement Act and incorporating 
a new part in the Bankruptcy Act or by suitable provisions within 
the Companies’ Creditors Arrangement Act itself, we refrain from 
expressing our opinion.” 


Having regard to the existing keynote of relations between the 
United States and the British Commonwealth—“lease-lend,” would it 
be too much to suggest that the framework of our existing legislation 
regarding corporate reorganization be altered to include the features 
of the Chandler Act applicable to the Canadian scene. The only deter- 
rent would be the absence of a Federal body analogous to the Securities 
and Exchange Commission and it should be an easy matter to remedy 
this deficiency. 


16Tn this connection, the decision of the Supreme Court in November 1939 in 
the Los Angeles Lumber Products case that priorities must be respected is interest- 
ing. With reference to stockholders’ interests, S. E.C. Reorganization Release No. 
13, June 16, 1939, had this to say: 

“The right of a class of security holders to participate in a plan of 
reorganization should depend upon whether the value of the enterprise 
shows the existence of an equity for that class. Where there is no equity 
for a particular class, holders of securities of that class should not be 
accorded participation unless they make a fresh contribution to the enter- 
prise in money or money’s worth.” 

17No. 1 Ibid. 
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MANAGEMENT 
E. B. MORAN 


Mr. Mcran of the National Association of Credit Men, Chicago, 
thinks out loud in this short editorial. 


* ok * 


ITHOUT the aid of a crystal ball, 1941 more than ever before 

points its finger and looks cautiously at the main key and pivot 
of all commercial business, the caliber and capability of management, 
the greatest single unlisted asset (or liability) of the balance sheet. 


Management is an intangible asset or liability in every business, 
whether it be the billion-dollar corporation or the corner grocery store. 
The decisions of that management will make or break the value of all 
other assets. No matter what external changes may occur, the frame 
work of all business is fabricated on that one intangible asset. 


There is today a great demand for capable production management, 
plant management, credit and financial management, sales management 
and most of all for efficient general management. The situation might 
be reminiscent of the political utterance that man is “master of his 
fate and captain of his soul,” and seems to point quite conclusively to 
the truth of the adage that success or failure in any and all under- 
takings depends upon the individual direction of the organization. In 
the very nature of things, every business enterprise has and can expect 
its ups and downs. Any company is bound to have good years and bad 
years, but if management is alert to the trend of the times the concern 
can be safely piloted through the storms. 


Management is the pivot on which all else revolves, for upon its 
character and quality depends the value of every other asset shown in 
the yearly statement and balance sheet. Energy, perseverance and 
knowledge are the three qualities that carry the determined manager 
to success and desired profits. The most valuable commodity in business 
today, and at times the most difficult to find, is efficient management. 
Luck has little or no place in the commercial scheme at present. Busi- 
ness is continually exposed to perils which ignorant management cannot 
forsee; obstacles which are not even suspected of existing. 


A capable management instinctively wants to know and generally 
finds out why certain things take place. Too often men are satisfied with 
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a reason that does not explain the cause. For many years men were 
content merely to know that rain and sunshine made the crops grow; 
only in recent years has research discovered that many other things 
are essential, and why different kinds of soil are best for different crops. 


A capable management will plan for tomorrow, but will not let 
tomorrow’s plans persecute today’s operations. What management 
needs is a bull market in thinking and advance planning. 


Capable management will recognize that industrial research is a 
permanent necessity for any profitable enterprise in this day of rapid 
changes. It must be regarded as a fixed charge, and one that can no 
more be left out of the annual budget than can rent, insurance, credit 
service or taxes. It should be uninterrupted and, instead of being 
lessened at time of economic stress, it should be increased. 


A management that maintains constant research of product and 
market, continued analysis of its manpower, and has aggressive direc- 
tion and persistency, is well guarded against failure or commercial 
mediocrity. 


Circumstances yield to management, when the manager has the 
intelligence and courage to face them fearlessly. It is time for manage- 
ment to accept conditions as they are and get busy. 


The managers of many industries have accepted the present cir- 
cumstances, many of them beyond their control, and have militantly 
set out to do business in spite of them. Those who have stopped moan- 
ing and initiated a hard-hitting aggressive policy of management will 
undoubtedly show a balance sheet that will be thoroughly satisfactory 
to stockholders. What many business executives need is an injection 
of confidence and vision that will turn their wishbones into backbones; 
some faith in the future; some confidence in the present; and some 
vision of tomorrow’s business. They must stop selling their country 
short. 
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CALLING ALL TOURISTS 
D. LEO DOLAN 


Under the watchful leadership of the Canadian Travel 
Bureau there has been a tremendous increase in the volume of 
tourist traffic to Canada—the maintenance and increase of 
this trade in war-time has been recognized as a matter of 
national importance. Mr. Dolan, Chief of the Canadian Travel 
Bureau, reviews the promotional activities which have been 
undertaken by the Dominion. 


* *x *x 


HE Canadian Travel Bureau was established on the recommenda- 

tion of a Special Committee of the Senate appointed in April 1934 
to consider the immense possibilities of the tourist traffic and to inquire 
about the means adopted by the Government looking to its encourage- 
ment and expansion. The Bureau was created for the purpose of 
launching an aggressive and permanent progressive campaign of tourist 
trade promotion, and of co-ordinating the activities of the great number 
of organizations interested in the promotion of tourist travel to and 
within the Dominion. A Director was appointed, and in August 1934 
the Canadian Travel Bureau began operations. 


One of the main objects in the creation of the Bureau was the 
co-ordination of the activities of the various tourist agencies. This 
co-ordination required the formation and maintenance of close working 
co-operation with the tourist organizations of the several provinces, 
and in this regard the Bureau has well justified its establishment. While 
concentrating on work which is clearly a field for Dominion activity, 
with the object of realizing in as great a degree as possible on the 
country’s scenic, sporting and other recreational attractions, it has at 
the same time extended a large measure of assistance and co-operation, 
in both direct and indirect form, to those bureaus which are specially 
interested in the promoting of the tourist attractions of particular 
localities or provinces. 


It is no part of the Canadian Travel Bureau’s policy to attempt to 
over-centralize Canadian tourist development effort. The nature of 
this field of work is such that a heavy share of useful public aid to the 
expansion of this business comes, and always must come, from the 
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initiative of provincial and civic organizations. The Bureau is co- 
operating with practically every live organization of those types in the 
Dominion, and is extending to the development of Canada’s recreational 
resources a measure of federal support in such forms as will not dupli- 
cate nor encroach upon the field of municipal or provincial activity. 
The underlying idea is that a central government organization, working 
in full co-operation with all bureaus doing associated work, will furnish 
leadership, promote goodwill, increase efficiency, and avoid overlapping 
and misunderstanding. 


The Bureau not only gives a lead in the promotion of tourist traffic 
to Canada but it also endeavours to convey to the tourist the idea that 
each province has its own special and peculiar attractions. It therefore 
conducts much of this business into interprovincial channels, leading 
the visitor to extend his stay in Canada with consequent increase to 
Canada’s and the provinces’ tourist income. It has also been carrying 
to Canadians themselves the idea of travel in Canada and impressing 
on them the benefits of interprovincial travel. 


The Canadian Travel Bureau has carried on an extensive program 
of display advertising in those sections of the United States, which, 
after study of the situation, were considered the most likely potential 
fields for tourist travel to Canada, using for this purpose the leading 
papers in the larger cities, the national magazines, and periodicals 
dealing particularly with sport and travel. 


In placing the advertisements the Bureau kept in close touch with 
the provincial tourist bodies, advising them of its plans, so that any 
advertising they intended to do could be co-ordinated therewith. In 
some cases, for example, a province may consider it advisable from 
their point of view to run its advertisement in the same issue of a 
publication in which the Canadian Travel Bureau’s advertisement 
appears, while others may decide to insert theirs in a subsequent issue 
in order that they may have the advantage of a follow-up and cumu- 
lative campaign. In this way each province is in the position of taking 
to itself what it considers to be the best possible advantage and to obtain 
the maximum results from the advertising by the Canadian Travel 
Bureau. 


The display advertisements placed by the Bureau draw attention 
to the varied vacations that may be enjoyed in every part of Canada, 
carry references to the attractions of every province, and are illustrated 
by cuts depicting vacation scenes in every part of the Dominion. These 
advertisements are designed to draw tourist traffic to all parts of the 
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country, and consequently each province profits largely from the special 
advertising carried on by the Bureau. 


As a result of its campaigns the Bureau receives a large volume 
of inquiries regarding vacation possibilities in Canada. To supply 
additional information the Bureau regularly refers these inquiries, 
particularly the ones received from near-by States, to the several 
provincial bureaus. This also gives the provincial offices a splendid 
opportunity to get in touch with prospective tourists living within what 
they consider to be their logical field of tourist contacts. In some seasons 
nearly half a million references of this kind are sent to provincial and 
other tourist bureaus. This co-operative action supplies these bureaus 
with a potential tourist field which could have been acquired only by 
such extensive advertising as but few of them could afford. 


Publications issued by provincial tourist bureaus naturally deal 
only with the attractions of that particular province, while those issued 
by the Canadian Travel Bureau are more general in character, directing 
attention to the recreational resources of Canada as a whole. A current 
publication, “Canada Calls You,” has been described in a United States 
paper as “one of the most attractive pieces of tourist literature issued 
in recent years.” Other publications deal with regulations on how to 
enter Canada, on what to do in Canada from golf to mountain climbing, 
automobile trips, railway and steamer journeys, summer and winter 
sports, and almost every phase of tourist activity. Special booklets 
describe Canada’s game fields, tell of sport fishing, and outline some of 
the innumerable canoe trips and motorboat cruises which Canadian 
waters offer. 


The Canada and United States road maps issued by the Bureau 
fill the need of the motorist for maps which show the entire territory 
within reasonable touring distance from the starting point, outline the 
principal highways, and aid in the selecting of routes so that an 
itinerary may be planned. 


While the business of attracting tourists to Canada is one step in 
the producing of revenue, an equally important item lies in the consoli- 
dation of the movement. Special efforts must be directed to the building 
up of a spirit of goodwill, so that the tourists who visit us will go back 
as “sales agents” for Canada and present a good picture to those at 
home who, after all, are our future tourists. In this connection the 
Chief of the Canadian Travel Bureau has given a great number of 
prepared talks on various phases of the tourist industry. These 
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addresses were given at various points across Canada before organiza- 
tions such as Canadian Clubs, Retail Merchants’ Associations, Service 
Clubs, Automobile Clubs, Boards of Trade, and similar bodies. 


Most of these addresses were given at the instance of tourist 
associations which wished to arouse amongst their people an enthusiasm 
that would enable them to carry out their work more effectively. These 
addresses were educational and aroused much interest. They inculcated 
in the minds of Canadians the value of the tourist industry to Canada, 
pointed out how it can best be developed, and urged a friendly attitude, 
courtesy, and square-dealing towards our visitors as a way in which 
every Canadian may make a contribution to the cause of tourist 
promotion. 


The Chief of the Canadian Travel Bureau also spoke before many 
special meetings and conventions in the United States. The close associ- 
ations and contacts formed at these meetings, the promulgating of 
Canada’s tourist attractions to a high class of potential tourist, and 
the resultant press publicity will undoubtedly have a stimulating effect 
on tourist travel to Canada, in the fruit of which every province in 
Canada will share. 


Co-operation with the press is one of the Bureau’s chief phases of 
constructive tourist work, and in this connection its efforts naturally 
redound to the advantage of the various provinces. Throughout the year 
feature articles and press releases on scenic and sporting attractions 
in Canada, and similar subjects of interest to prospective tourists, are 
sent to leading daily and Sunday newspapers and magazines. In addi- 
tion to the articles and news stories placed by the Bureau, a number of 
internationally known writers on outdoor subjects are furnished with 
material and information on Canada which is used extensively in their 
stories and news items. In many cases these articles are illustrated by 
photographs supplied by the Bureau. 


The photographic library maintained by the Bureau, besides 
supplying photos for the illustrating of stories and articles, prepares 
for travel and sporting clubs and other agencies, a number of mounted 
photographic exhibits suitable for window display purposes. In this 
way, through the co-operation of these bodies, an effective means of 
displaying the attractions of the different provinces of Canada is 
maintained free of charge. 


Recognizing the value of the radio as an excellent medium for the 
placing of Canada’s travel attractions before a vast number of people, 
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this agency has been utilized by the Bureau. The success of this avenue 
of approach to potential tourists is measured by the great increase in 
the number of inquiries received by the Bureau relating to the subject 
covered by each broadcast. 


Commercially, Canada’s tourist trade benefits a very wide field. 
There is scarcely a community which does not profit either directly or 
indirectly from tourist travel to the Dominion. The revenue derived 
filters among all classes and helps to build up the prosperity of town 
and country; it distributes its economic returns all over the Dominion. 
Besides the direct revenue which the tourist trade brings to our muni- 
cipalities and provinces there is a huge indirect revenue. In 1939 non- 
residents paid into the coffers of the various provinces for hunting 
and angling licences over $652,000. A large portion of the expenditure 
of tourists who travel by automobile is necessarily for gasoline, on 
which the provinces receive a substantial revenue. Food, shelter, trans- 
portation, and services, along with the other expenditures which tourists 
make, account for a considerable part of the revenue of our country. 


The extension of Canada’s tourist industry is therefore a line of 
constructive activity which enters largely into the work not only of 
national but provincial development. It is a business which qualifies 
as an asset in building up an income which goes far towards meeting 
some of our visible trade transactions with the United States. In these 
years of war when Canada is purchasing in the United States vast 
quantities of munitions and supplies, its importance cannot be stressed 
too much. By taking part in the World’s Fair at New York for two 
years, by attendance at Travel and Sportsmen’s shows in various 
United States cities, and by carrying on the activities mentioned above, 
the Canadian Travel Bureau along with every Canadian who is engaged 
in the promotion of Canada’s tourist trade is making a positive and 
personal contribution to the prosecution of the war. 


Through the press and other channels the Bureau has requested 
Canadians to write to their friends and business associates in the 
United States inviting them to come to Canada for their vacations. It 
is a simple thing to do. 


We may doubt the saying that the pen is mightier than the sword. 
We cannot deny that it is an effective ally. Let our pens work for 
Canada this year by inviting our friends, relatives and business 
associates in the United States to spend their vacation in this country. 
Let them know that the American tourist dollar spent in Canada 
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returns to the United States for the purchase of materials and equip- 
ment, thereby creating more jobs for more American workers. 


Let them know they can ramble about and enjoy our sports, our 
National Parks, the romance of our cities, and the fresh beauty of our 
countryside as freely and fully as in the days of peace. Remind them 
of the benefits which are theirs through a situation which enhances the 
value of United States currency. Impress upon them the fact that the 
war has created no new restrictions upon entry and departure from 
Canada. Remind them that, as in the past, there is the opportunity to 
spend happy carefree days in this lovely land where neighbourly hands 
are always ready with the handclasp of friendly welcome. 











ELSIE, THE BORDEN COW 
P. K. ABRAHAMSON 


To quote Mr. Abrahamson, Advertising and Sales Pro- 
motion Manager, the Borden Company, Limited: “Whether in 
fiction or in flesh, Elsie is a symbol of the best that her Com- 
pany can possibly give in the way of service and quality 
products.” As a publicity agent, she has few equals. 


* * * 


T is too soon to make a satisfactory scientific analysis of the deeper 
significance of the réle which Elsie, the Borden Cow, is enacting 
in a troubled world. Some commentators call her merely clever adver- 
tising. Others point her out as an example of press agent publicity. 
Serious observers see in her the fortunate and almost unique circum- 
stance of a mascot that intrinsically represents the products and services 
of its owner. The purpose of this article, therefore, will be to give the 
essential facts of Elsie’s history, and invite the reader to draw his 
own conclusions. 


We are aware of two “Elsies”: the ephemeral or flesh and blood 
cow, and the humanized “Elsie” whose life and adventures have become 
a permanent institution in magazine and newspaper pages. In point of 
historical fact, however, we find that there is only one Elsie—and that 
is the fictional whimsical character who does the talking for her 
Company. 


Some eighteen months before the New York World’s Fair opened, 
the names “Elsie” and “Beulah” (the calf) were chosen for a purely 
fictitious cow and calf which were to be used in a national advertising 
campaign. They were selected through the obvious ‘method of elimi- 
nating a long list of feminine names down to those which sounded 
most effective. 


Then when the Fair opened, Borden’s was ready with its exhibit, 
“The Dairy World of Tomorrow,” in which eighteen young women, 
selected for special training, were assigned to answering questions at 
the information booth. The Company was displaying one hundred and 
fifty prize cows from all parts of the United States and Canada as a 
part of the show. The most of the questions asked were not about the 
rotolactor where the cows were milked, or about milk and nutrition and 
health. Sixty per cent were the two-word question, “Where’s Elsie?” 
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So one of the best milkers and the most photogenic cow was named 
“Elsie,” and a “Beulah” arrived August 3, 1940, while Elsie was in 
her dressing room on a Hollywood movie lot. 


When a lady skyrockets to fame —and particularly if that lady 
happens to be a cow — she must have some qualities that set her apart 
from those around her. Thus it is with Elsie, whose World’s Fair 
career brought her in the late summer of 1940 to Hollywood, where she 
co-starred with Kay Francis, Jack Oakie and George Bancroft in an 
RKO production of Louisa M. Alcott’s “Little Men.” 


Elsie was born “You’ll Do, Lobelia,” on the famous Elm Hill Farms 
in Brookfield, Massachusetts, in 1932. She can trace her ancestry back, 
through a long line of distinguished Jerseys, to the little Isle of Jersey 
itself, off the coast of France in the English Channel. Her mother was 
“Perennial Lobelia” and her father ‘“You’ll Do’s Volunteer,” a famous 
sire who increased the bovine population of this country by 276 children. 
Elsie was the 267th. It is related that the famous cow actress got her 
name when her father looked at her after birth and exclaimed, “You'll 


Do, Lobelia.” 


This flesh and blood Elsie, who was chosen by popular demand of 
the public who had learned to know the fictional Elsie in the magazines, 
proved to be a first class publicity agent. At the Dairy World of 
Tomorrow she was given a garland of daisies, and a large blanket with 
“Elsie” written in gold, and began solo trips on the rotolactor — the 
famed merry-go-round milking machine invented by Henry W. Jeffers, 
president of the Walker-Gordon Laboratory Company of Plainsboro, 
New Jersey. 


Crowds jammed the arena, and seven and three-quarter million 
people came to see Elsie in the first year of the World’s Fair. She 
actually seemed to like people. She would crane her neck out of her 
stanchion and count the house. Then she would look pleasant. She 
would perk out her best expression whenever a camera was pointed 


at her. 


During the winter between the two years of the Fair, Elsie was 
plunged into a heavy social whirl. First she appeared at a press recep- 
tion in a private dining-room at the Roosevelt Hotel. Later in the 
winter she made appearances at the American Newspaper Publishers’ 
Convention, and the Finnish Relief Ball. And when the swanky Seventh 
Regiment of New York decided to give a “Bovine Ball” at its Park 
Avenue Armoury, Elsie was the guest of honor. 
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When the Fair opened for its second season, Elsie found that a 
boudoir had been built expressly for her at the Dairy World of 
Tomorrow. Air-conditioned, and set apart from the throngs by glass, 
this bedroom soon became one of the focal points of the Fair. Elsie 
stood, and reclined, all day in a four-poster bed, decorated with chintz. 
The rustic motif was maintained throughout. The chandelier consisted 
merely of some decorated barn lanterns. The chaise longue had been 
a wheelbarrow, and the lamp was a converted butter churn. Portraits 
of her ancestors, among them “Uncle Bosworth” and “Great-Aunt 
Bess,” decorated the walls. 


Parallel to the mounting fame of Elsie in the flesh, her fictional 
appearances in magazine advertising had won the Gold Medal Award 
for the year, and it was only natural when RKO Hollywood was looking 
for a character to play the réle of Buttercup in “Little Men” that Elsie 
should be chosen for the part. After characteristic publicity, she 
departed from the Fair on July 10th to the music of blaring brass 
bands, and stepped into her baggage car at Grand Central Station. 
With her she carried a letter of introduction from Harvey D. Gibson, 
Chairman of the Board of the Fair, to Marshall Dill, President of the 
Golden Gate Exposition. She was met in Los Angeles by hundreds of 
celebrities, was given a reception at the Ambassador Hotel and a party 
at Ciro’s. She went to San Francisco and took over the Golden Gate 
Exposition for two whole days. She throve in this atmosphere of 
publicity, and it was in the middle of this that Beulah was born. 


When the shooting of the picture was completed, she made her 
way back with her daughter, Beulah, stopping at many of the principal 
cities. When she arrived back at the Fair in September, she had twelve 
keys presented to her by the mayors of the cities she had visited. By 
now Elsie in the flesh had become “the glamour cow.” 


On October 16th, the New York World’s Fair officially paid tribute 
to Elsie, and a scroll presented to her by Harvey D. Gibson commended 
her for these reasons: “Because through her gentle urgings, children 
now drink more milk; because she has been such a sensational attrac- 
tion at the New York World’s Fair; because she raised the black-eyed 
Susan to the consequence of an orchid; because she established that a 
girl can have a career and still be a good wife; but mostly because, 
through her, more of the milk of human kindness now is available in 
all quarters than ever before!” 


Elsie now had a public, and when she tried to retire to her home 
in Brookfield, parties started all over again with one of her greatest 
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receptions. Her home town started at four o’clock in the afternoon 
with a children’s costume party, and festivities continued throughout 
the evening and into the night, with an old-fashioned New England 
church supper, and square dancing, interspersed with local entertain- 
ment, in the Brookfield Town Hall. 


This summer Elsie has enlisted in the Canadian War Effort of 
bringing more American tourists to Canada for their vacation. In full 
color pages of the American magazines—Life, Liberty, Collier’s, Satur- 
day Evening Post and the American Weekly—she is telling her millions 
of admiring readers, “Canada is the place where the cream of American 
society is going this year.” And she is shown in all the flurry and 
bustle of an important lady leaving for her holidays. 


It is in this latest venture of Elsie that she asserts her true sway. 
Elsie is, in fact, a symbol of the best that her Company can possibly 
give in the way of service and quality products. Because people have 
faith in her, she is her own public relations advisor, and sets a new 
high in the achievement of sincerity in advertising. 


In a merchandising sense, Elsie lends herself in scores of effective 
ways. A miniature of her head cast in plastic becomes a much-longed- 
for “charm” which adults and children alike are delighted with. Litho- 
graphed animated reproductions of her—showing eyelids and jaws in 
motion—wipe away worries with a smile. Besides helping the impulse 
to buy, she adds glamour to the grocery store. 


Young people and old people too, who are giving affairs, often 
borrow an Animated Elsie and surround her with appropriate scenery 
for a country ball or fair. 


In newspapers she conducts her own cooking column, which the 
children have their parents read for them. She calls it “Good Moos 
From Elsie.” 

In short, while she is of course born from commercial necessity, 
she pays her way in goodwill as she goes along. She “sings for her 
supper.” 


As I stated at the beginning of this article, it is too soon to render 
a scientific analysis of Elsie and her influence both as a commercial 
character and as an international institution. She has only started 
and is well worth watching. 

We announce with sadness that, shortly after this article was ready for the 
printer, “Elsie” died of injuries she sustained when the truck in which she was 
riding to New York to be milked as a publicity stunt for a Broadway play was hit 
by another truck. Aged nine years, lactic output 24 quarts daily, the fawn-coloured, 


pure-bred Jersey chalked up advertising records that will pave the way for her 
successor. 








THE EXECUTIVE AND THE “EFFICIENCY 


EXPERT” 
R. PRESGRAVE 


What type of assistance does the executive need; whom 
should he employ; and what are his responsibilities in connec- 
tion with the work of the expert he hires? Mr. Presgrave, 
Manager of J. D. Woods & Co., clarifies the work of a pro- 
fession still new to Canadian industry—that of the “Efficiency 
Expert.” 

ye 


MONG the minor human perversities is the pleasure we obtain 

from seeing the expert confounded, even though we fly to him in 
adversity. We all chuckle over the story of the school-boy who makes 
a fool of the inspector; the witness who outwits the attorney; the old 
woman with her simples who makes a cure when all Harley Street has 
thrown up its hands. 


More than this, we tend to typify a profession by the very members 
it repudiates. We remember Mr. Squeers and forget Dr. Arnold. The 
ambulance chaser and the pettifogger personify the legal profession. 
Our doctor splits fees, leaves sponges in his patients, and turns his 
errors over to the undertaker, himself a figure of fun. 


And this is all to the good. Any institution whose dignity cannot 
withstand a little disrespectful laughter is in no way to survive. Indeed 
our tempered respect is a healthy phenomenon, especially for the pro- 
fession derided, deflating pomposity and encouraging self-searching. 


This being the case, the profession of “efficiency expert” should 
soon be in an extremely healthy state, for no other in recent years has 
been the butt of so much ribaldry and vituperation. While the pro- 
fession is greatly misunderstood and so somewhat over-maligned, there 
is no doubt that it largely merits the adverse criticism. The great lack 
of sympathy it has evoked is not to be wondered at when one encounters 
what is aptly termed the “lunatic fringe”—a broad fringe that includes 
incompetents, crackpots, charlatans and racketeers. Even at the best 
sciolism has been prevalent and, as is so often the case, the least able 
have been the most vocal. Little enough has been heard from those 
members of the profession best qualified to speak. 


This situation is accounted for by the fact that the profession is 
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in its infancy (about 40 years), is in a singularly amorphous state, and 
has no professional standards beyond those the individual operator 
imposes on himself. That is to say, it is completely unregulated from 
without and from within. There have been feeble attempts to establish 
vague ethical codes, but their significance will be negligible until such 
time as the technical standards of the many shall more closely approach 
those of the few, and until some more basic philosophy replaces rule- 
of-thumb procedure. 


Because of all this, so much opprobrium has attached to the term 
“efficiency expert” that most of those thus designated shudder when 
they hear it and search for some less objectionable title. Thus we have 
Industrial Engineers, Business Counselors and what not. Probably the 
most satisfactory term is that of ““Management Counsel.” These words, 
however, would also fit the business astrologer quite aptly, so that some 
further definition is necessary for the benefit of the manager who has 
heard much about the Efficiency Expert; is curious, yet sceptical; dis- 
likes the term, yet wonders if his business could benefit from expert 
service. 


A definitive account is barely feasible within the span of this 
article, for the profession of Management Counsel covers many fields 
and uses many arts and sciences. Briefly, it may be said to embody 
the application of the scientific approach to business. 


Such a general statement is of no value to the harassed business 
executive who often senses the existence of nebulous problems but 
cannot place his finger on them. He is rarely himself a technician and 
is inclined to view technical experts through a haze of suspicion and 
awe. 


Assuming his need for help in an increasingly complicated cosmos, 
how can he know what type of assistance he should have and whom he 
should employ to render that assistance? Also, and of almost equal 
importance, how can he know what are his own responsibilities in 
connection with the work of the expert he hires? 


If, for a moment, we make a comparison along “doctor and patient” 
lines, perhaps the situation will be clearer. 


Upon occasion all people have minor ailments which do not warrant 
medical attention. The patient here can diagnose and apply his own 
treatment. In other cases the patient is able to diagnose, but still must 


1The Management Counsel Profession. Joel Dean. Indiana University Publications. 
Social Science Series No. 2. 
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have medical or surgical aid. Again, he may have no idea of what is 
the matter with him except that he needs a doctor. Finally, he may be 
in excellent health but may visit the doctor for a periodic check-up and 
prophylactic advice. 


Pursuing the analogy, quite obviously most business problems are 
settled without recourse to professional advice. Occasionally some clear 
problem arises—inequitable wage payments, diminishing sales, non- 
competitive costs—which appears to call for outside assistance. Or 
perhaps the problem is merely that of general malaise—diminishing 
profits—calling for both diagnosis and treatment. Or, lastly, the busi- 
ness may be prosperous and competitive and the management eager to 
keep it so, to avoid retrogression, and to lay sound plans for the future. 
Somewhat beyond the analogy is the company that has no thought of 
hiring an expert but is approached by one and sold a survey more or 
less on a speculative basis. 


Out of any of these situations the services of Management Counsel 
may be taken on for some specific job. To suggest what this job might 
be would be to list all the many functions of a commereial enterprise. 
The mere reading of such a list would probably convince any executive 
that business has become so complex that he cannot hope to survive 
without outside assistance. As a matter of fact, almost all companies 
are accustomed to employing expert advice in certain elements of their 
business. Legal affairs, accounting, advertising, imsurance, and 
appraisal are among those phases for which it is a matter of course to 
bring in outside experts. In spite of this, it is with reluctance that 
most executives permit the efficiency expert to work in their plants. 
The reasons for this we have already reviewed and the executive has 
every right to be wary. Assuming his reliability, however, there are 
many fields in which the expert can render valuable, even vital, aid. 


Probably the greatest general field is that of cost reduction in the 
manufacturing processes. The procedure is usually meticulous analysis 
followed by diagnosis and the institution of systems for the reduction 
of waste in time, effort or materials. Here time-study, motion-study, 
methods analysis, wage-incentive installations and allied techniques 
come into play. 

Another approach, somewhat akin to the foregoing, is the insti- 
tution of controls, e.g., production systems, inventory methods, budget- 


ing, and cost controls. These are designed to co-ordinate planning, 
facilitate deliveries, and keep stocks healthily low. 


Both these approaches may be carried into the merchandizing and 
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general management divisions of business, but more often these depart- 
ments call for what may be termed appraisals. These cover market 
research by way of analysis of consumer attitudes and opinions, accept- 
ance of product, sales methods, etc. They also include the evaluation 
of internal policies, profit analysis, selection of accounts, promotion 
methods, and product design. 


Other phases of the appraisal method are directed towards com- 
pany policies, personnel grading, co-ordination of executive duties and 
authorities, financial structure and so on. 


Out of all these it is probable that the greatest volume of fees 
collected and, therefore, the greatest direct financial return comes from 
the installation. of incentive plans covering direct operators, supervisors 
and salesmen and directed towards a lowering of unit labor costs, 
reductions in the consumption of materials and consumable supplies, 
and reduction in sales costs per unit of sales. 


It should be pointed out that the last item cannot be so closely 
defined and that sometimes an increase in unit sales costs may, by 
intention, be aimed at increasing sales volume and so improving the 
general profit situation. This question of savings (or enhanced net 
profits), through, increasing sales volume without decreasing selling 
prices, has not been so thoroughly exploited as have some others, 
although it is, obvious to those familiar with profit analysis, that it is 
one of the most productive fields for technical investigation. 


Assuming that the probable need for expert assistance has been 
demonstrated, how is the manager to know whom to employ? If he has 
been aware of a specific problem, no doubt he has approached some 
firm of industrial engineers on the advice of business acquaintances, 
through hearsay, or because of literature he has received. 


On the other hand, it is more likely that the original knowledge 
of his own problems has been negligible and his curiosity has been 
stimulated by the report of some firm, or individual, who has interested 
him in a survey of certain phases of his business. 


The choice in Canada is not as broad as it is in the United States, 
but there is still a wide range of selection, from the individual consultant 
to the large company employing experts in many fields. Assuming that 
they are competent and reputable (and some are not) any of these may 
render extremely valuable service. The weakness of the individual is 
that he lacks the backing and consultative assistance of confreres. 
Nevertheless, -he may well be unusually competent in a specific field 
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and be in no need of advice. In which case, of course, it is essential 
that he stick to his last and not assume that ability in one field is an 
indication of like ability in all fields—a fallacy in which satisfied clients 
may encourage him. 


The large consulting company obviously avoids this mistake by 
allocating specialists to work in separate fields. Also, if it has several 
specializing in the one field, each can benefit by the experiences of the 
others, and by frequent conference with them. Problems can be refer- 
red, as it were, to a board of experts. At the same time in large consult- 
ing companies, as in large manufacturing companies, there is a danger 
of losing personal contacts and of developing a lack of corporate and 
individual ability. The air of omniscience surrounding the heads of 
such companies is in itself rather disquieting to those who realize that 
in so adolescent a profession any pretence at omniscience is a pretence. 


In which case it may be taken as approximately true that the 
company most likely to give satisfaction is the one of moderate size 
specializing in a restricted range of subjects. However, no rules can 
be laid down and we must repeat that, under the proper conditions any 
of these, from the individual operator up, may be of incalculable value 
to the business man. 


Obviously there are so many variables that no precise rule for 
selection of experts can be laid down. Naturally the executive will be 
influenced largely by his own reactions to the personality of the man 
who is to do the work. And this is of primary importance, for technical 
ability is almost useless in this type of work unless accompanied by an 
agreeable appearance and a disarming manner of speech and behaviour. 


The efficiency expert himself feels that his greatest asset in selling 
his services is the reference he can make to past clients. Undoubtedly 
a prospective client, facing a substantial fee, will make inquiries from 
others who have purchased similar service. These inquiries should be 
made by personal contact, if possible, rather than by mail. Even at 
this some evaluation should be made of the position of the executive 
who answers the questions. He may be a newcomer who owes his job 
to the expert; or he may be one whose pet schemes have been upset. 
He may even be only vaguely familiar with the work that was done; or 
he may be one of those managers who dislikes to admit that any out- 
sider would improve his business, and so is inclined to damn with faint 
praise. For this reason it is advisable to talk to more than one executive 
and in aS many companies as possible. 


Personal discussions should still be supplemented by mail from 
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more distant points, but letters should be the result of direct inquiry 
by the prospective client. Some firms of experts lay a great deal of 
stress on photostat copies of testimonials which they distribute as 
advertising matter. The astute manager will give these about the same 
degree of credence that he gives to patent medicine testimonials. 


Some executives seem to be eager to know whether or not the con- 
sultant has done previous work in the same kind of business. Occasion- 
ally this is important, but for most services it is irrelevant. The 
accountant or the appraiser is not asked such questions, and in many 
cases the completely unprejudiced mind of the newcomer is of definite 
value. 


No matter how inquiries are made, some answers will be compli- 
mentary and others will not. Taking the relative proportions of these 
along with his personal appraisal of their sources the executive should 
be able to arrive at a safe decision. He may, however, be puzzled by 
extremely conflicting reports. Standing out from a generally unsatis- 
factory picture, there may be a most glowing recommendation. This 
may occur when a company of doubtful ethics and competence happens 
to hire a man of marked ability—usually a temporary alliance. The 
exact converse may also occur but is less frequent, since a reputable 
company is usually very careful in the men it hires, and will test them 
in the field before giving them full responsibility. 


Naturally, the client will make inquiries about the individual engi- 
neer in these cases. Also he will realize that a series of reports that is 
only 50% favourable is definitely unfavourable. In the event that he is 
troubled by the occasional derogatory report, he should remember that 
some companies, needing expert assistance quite urgently, are consti- 
tutionally unable to make use of it. That is to say, their traditions, 
their past bad practices, their backwardness and the narrow stupidity 
of their executive staff among other things, may make it impossible 
for any outsider to accomplish results unless he has full authority. 
Indeed, it is almost axiomatic, and understandably so, that the company 
most in need of outside advice is the least likely to seek it. 


This brings us to the third point. What are the responsibilities of 
the executive in connection with the work of the expert he hires? It 
is a peculiar fact that many executives, having themselves sought 
management counsel after long and detailed deliberation, faced with a 
pressing need and faced also with a stiff fee, do almost nothing to help 
the engineer and expedite his work. In fact, they may even go so far 
as to hinder by unthinking opposition. Apparently their minds, having 
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been pried open to the extent of admitting outside help, suddenly snap 
shut again. 


This obstruction may come from a narrow mind or from mere lack 
of understanding of the human and technical aspects of the case. The 
psychologists tell us that instinctively we tend to resist change and to 
resent criticism no matter how necessary or justifiable. Certainly these 
traits form the greatest obstacle to progress by the expert, for any 
improvement means change and any change implies, to most minds, a 
criticism of existing methods and of those who maintain them. Thus 
in doing a first-class job the expert can hardly avoid upsetting some- 
body no matter how tactfully he works. This natural opposition takes 
time to overcome and few executives seem to realize that this time takes 
hard cash from the company coffers. 

If the situation were fully understood, the manager would take 
the trouble to learn well in advance what to expect and what must be 
his responsibilities therein. Fully informed himself, he must then see 
to it that all his subordinates are equally informed as to the need for 
the hiring of the expert, the methods he will pursue and the results that 
are expected. In this way the fullest return for the fees will be achieved. 
This all seems obvious, yet the writer has seen the general manager of 
a large company actually hire time-study consultants to apply wage- 
incentive plans in his factories, without troubling to inform the local 
plant management. 


Some managers make the honest but almost fatal mistake of 
regarding the expert’s work as experimental. This comes from a natural 
urge to pussyfoot, when someone raises the standard objection that it 
“cannot be done.” Probably the manager does not believe it can be done 
either, and so he says: “Let’s keep an open mind and try it out for a 
month and see if it works.” Occasionally this approach is satisfactory ; 
more often it is an invitation to inertia. 

The correct approach, of course, is the confidence that breeds 
confidence—not always an easy approach. The expert himself may 
have no certainty as to the results he hopes for. This is a difficult 
situation for him, in that any degree of failure, even in some obviously 
tentative procedure, is taken as indicating his incompetence. By some 
obscure reasoning, most people assume that if the engineer does not 
know everything, then he knows nothing. In spite of this, if he is to do 
a job that stays put, he must be dispassionate and objective in his 
approach, and yet must have to surround this true scientific attitude 
with an aura of certainty. Very few of those with whom he works can 
distinguish between objectiveness and mere fence-straddling. 
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The thoughtful manager will see that the conscientious expert is 
working against time and is eager, if only for selfish reasons, to give 
as much for his fee as he can. Understanding this he will also under- 
stand when the engineer turns simple work over to the client’s employees 
while he concentrates on knottier problems. As well, it will be clear 
why he sidesteps certain operations as being too costly to handle at the 
moment and so better left for the client’s own staff to handle after being 
trained in methods and principles. 


Some executives, unable to distinguish between the esoteric and 
the neoteric, expect the efficiency man to have some semi-occult powers 
—the ability to meet some emergency by producing a rabbit from the 
hat. There is no magic about the efficiency expert’s methods. If he 
understands his job, he knows that it is a matter of painstaking and 
unhurried analysis, thoughtful appraisal and logical recommendations. 
The layman, not seeing the careful steps, may be mystified by the 
successful results, but actually there is very little in the repertoire that 
cannot be learned, or at least understood by the average person. 


He must first understand, however, that the true function of the 
consultant of this type is not to rescue companies in gross emergencies. 
That can usually be left to the financier or the corporation lawyer. The 
industrial engineer in his true réle builds slowly and surely for the 
future and does his best work in healthy, progressive concerns. He 
naturally prefers to avoid moribund companies since all he can do will 
probably serve only to delay the end—and he will get no credit. In fact, 
he may receive adverse publicity from the mere juxtaposition of the 
two facts: (a) that he did work for the company and (b) it is now 
defunct. 


It is hardly to be expected that this brief and sketchy outline will 
contribute much towards clarifying a relationship that is still extremely 
nebulous, especially in Canada. The vagueness and the suspicion are 
gradually being dissipated, however, and the Management Counsel is 
emerging as an important factor in the economic structure, the more 
so when it is recognized that he is building for the future. An interest- 
ing commentary on this is the fact that the more advanced labor unions 
in the United States are now employing unbiased experts even to the 
extent of using them jointly with local management in plants that have 
failed to operate competitively. Those who are interested in a thoroughly 
sound and objective presentation of the subject will do well to read the 
book mentioned earlier in the article. It is an excellent appraisal of the 
methods and scope of the “Management Counsel Profession.” 




















THE WEST INDIES TURN TO CANADA 
S. R. GRANT 


The attached report has tried to give a clear picture of the 
possibilities for Canadian exporters existing in BERMUDA, 
BRITISH GUIANA, THE LEEWARD ISLANDS and THE 
WINDWARD ISLANDS. British Guiana has been discussed 
with a view to allowing the reader to draw his own conclusions. 
Since this colony has been least publicized, and since generally 
its conditions are not unlike the other colonies south of 
Bermuda, this was considered advisable. No attempt has been 
made to draw definite conclusions from a situation that is 
constantly in flux. Mention has been made, however, of factors 
likely to influence the imports of these markets. 


* * * 


THE BRITISH WEST INDIES 


. HERE are you airmen going?” 

An old coloured lady in Bridgetown, Barbados, asked this of 
my companion, a Fleet Air-Arm instructor. When he hesitated pain- 
fully, obviously seeing one of the “Keep Mum” signs, she quickly added, 


“Tt’s alright, sir; I’se a loyal British subject.” 


The sincere meaning behind that simple statement is, in part, 
responsible for the fact that West Indians are looking toward Canada 
for supplies. 


Now, to “Buy British” isn’t just a commercial phrase. It is a 
necessity. Every Britisher realizes the necessity of conserving United 
States dollars. It means money for more war necessities. 


To this feeling of intense loyalty to the Empire, and more especially 
to Britain herself, is added another influence aiding Canada. A Control 
Board is set up in each colony which endeavours to switch imports to 
Empire producers. This body is administered locally. General instruc- 
tions are sent from London. At present, most imports are subject to 
license, and there are times when this new body makes rulings not to 
everyone’s best interests. Decisions, however, are subject to free dis- 
cussion by advisory committees made up of the local import agents. 
Being a new venture, the Board is bound to make some poor decisions, 
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but these tend to be corrected when the mistakes are recognized. As a 
general rule, it tends at present to refuse permits to articles— 


1. Produced locally. 

2. Luxuries. 

3. Ordered from outside the Empire and produced in an 

Empire Country. 

4. Almost everything from the United States. 
As mentioned above, decisions often are not the same in different 
colonies, and usually change from week to week within any particular 
colony. 


The necessity behind such a restrictive move should be apparent. 
Since the West Indies are within the Sterling block, adverse trade- 
balances with non-Sterling countries work a hardship on Britain. 


Recently there have been two additional hindrances to our exports 
to this area. It is said that Canada is exporting huge amounts of war 
material to Britain. The need for Canadian dollars is now almost as 
vital as for United States exchange. Therefore, we may shortly see 
more curtailment of our exports of non-essentials. The passage of the 
“Lease-Lend Bill” must also be mentioned here; its effects, as yet not 
evident, are likely to lessen our prospects. 


Besides the helpful effects of loyalty and necessity, we enjoy a 
favourable tariff. Our money, as well, is ten per cent less expensive 
than United States money. Therefore, it is good business for West 
Indians to buy in Canada. There are though, in spite of tariff and 
exchange, many mass production commodities which we cannot, as yet, 
produce in competition with U.S. manufacturers. We shall not hold 
this business for long if restrictions on imports from the U.S. are 
relaxed. We are, however, to the present, logical suppliers of many 
articles formerly sold by the States. 


From the above facts, it has probably been assumed that any 
increase in Canadian trade with the West Indies is going to be at the 
expense of the United States. That, however, is only partially true. 
Before the beginning of the war, we shared this market with the United 
Kingdom and the United States. But at the same time there were 
quantities of material coming, as well, from Germany, Japan, France, 
etc. Imports from these countries are now cut off. In some cases, the 
logical source is the United States, which is virtually blocked because 
of exchange regulations. All factors outlined above are working to shift 
these requirements to Britain and Canada. British shipments are 
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frequently delayed, but it is comforting to see the huge towers of pack- 
ing cases all marked “Britain Delivers the Goods.” She certainly does! 


In spite of our many advantages for trade in the West Indies, we 
are at the mercy of rulings of Control Boards. They, in turn, act 
because of the exchange situation. Obviously, all our advantage will 
be lost unless the present trend of the trade-balance between Canada 
and the Sterling block is reversed. Since little possibility of this is 
visible, some drastic action to postpone Britain’s payments to Canada 
would solve the problem. With hopes in this direction, let us examine 
the colonies under consideration. 


BRITISH GUIANA 
Let us begin with British Guiana, about which very little has been 
written. It is situated on South America’s mainland, almost on the 
equator. 


At a quarter to four in the morning, the pitch and roll of the boat 
suddenly ceased. No, it was four a.m. because British Guiana clocks 
are fifteen minutes ahead of Eastern Standard Time. A steady breeze 
sang past the port-hole, making the clammy heat bearable. We had 
entered the mouth of the Demerara River and were steaming slowly 
toward the quay. 


After what seemed like an age, a shaft of sunlight fairly spurted 
through the port. Outside, the sunlight lay heavy, dazzling, and hot 
over the scene. The river, dark brown like strong coffee, oozed slowly 
along almost level with its banks. The tangle of foliage on the farther 
shore and the unpainted buildings wavered like grass in a fish bowl. 
The distance melted away in a shimmering green. 


There was a long wait on deck for an entry permit. A stifling few 
minutes were spent in the Custom’s shed having samples examined. It 
was mentioned that before leaving the colony an exit permit issued by 
the police was necessary. Ashore, at last! 


British Guiana’s history is similar to that of most of the West 
Indian colonies. It has lived under several flags. The story is related 
that, being originally Dutch, it soon became British, then it was Dutch 
again, then forgotten and finally British. Changes in sovereignty came 
so frequently that the same local administration usually carried on 
throughout. An additional story is told that when a warship appeared 
at the mouth of the river the governor would examine its flag and also 
the one flying over his residence. If they didn’t correspond, he would 
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simply have the corresponding one hoisted. For convenience, several 
flags were always kept handy. 


Physically, Georgetown, the capital, has been, influenced mostly by 
the Dutch. When their explorers saw the low, flat land which was sub- 
merged at high tide, they must have thought of Holland. Here was a 
country to be protected by dykes. So they colonized it. To hold back 
the high tide, they built strong dykes. To drain the land at low tide, 
they built a system of canals. Although new dykes have enlarged the 
protected area, they continually need repairs. The old ones built by 
the Dutch remain fairly well preserved. To this day, a special import 
duty of three per cent on C.I.F. values is allocated to repair of dykes 
and canals. 


The population of around 350,000 lives within a few miles of the 
coast. Hindus and blacks make up the overwhelming majority, with a 
smattering of Chinese, Portugese, Spanish and Dutch, and a few British. 
In the interior, development has centered around the Bauxite mines at 
Mackenzie, sixty-five miles up the river. Beyond that live the natives. 


Living is inexpensive when you can pick your food off the trees. 
The abundance of local food products makes them low priced. If you 
can eat that sort of thing, money is hardly necessary. The roof of your 
home should be water-tight, but the walls may have many open windows. 
The rains must be kept out but the “Doctor” should be permitted to 
sigh through the walls. The “Doctor” is the cool, prevailing Trade 
Wind. Its steady blowing cools and refreshes the coast. 


Clothing is light and inexpensive. A fine, light, man’s suit may be 
purchased for ‘seventeen dollars. Acceptable ones are priced as low as 
five dollars. The mass of the people, though, seem to wear an odd 
assortment of patches. In extreme cases a pair of trousers appears to 
have little of the original material left. Shoes, although worn by many, 
seem to be a mark of social distinction. 


For a clearer picture, let us look at one particular household. It 
is the home of a civil servant earning about two hundred dollars each 
month. He employs five servants. There is the head cook, the assistant 
cook, a chauffeur-gardener, a butler-bartender and a nursemaid. The 
head cook receives six and a half dollars a month and her mistress’ 
cast-off clothing. The others are paid according to their relative 
importance. 


The well-stocked larder has large quantities of canned goods bear- 
ing familiar labels. Libby’s Baby Food caught my eye. Above the 
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refrigerator, the bread box is standing on legs placed in cups of water. 
Inside are sweets. The myriads of ants know this but those tiny moats 
are baffling. The liquor cabinet is amazing because it contains cases of 
the best Scotch, rum and liqueurs. Prices are very reasonable and the 
heat raises a thirst. 


The house is a large frame building with overhanging eaves. The 
eaves keep rain out and allow the windows to remain open. The rooms 
are large with high ceilings and partitions separating them one from 
another. Outside walls are filled with windows. The doors are made 
of parallel slats arranged to allow the breeze to enter, but obscuring 
the view from outside. The floor is highly polished. Furniture consists 
of un-upholstered chairs and couches, made of local red-heart and 
mahogany. Upstairs in the large, airy bedrooms, the beds are com- 
pletely covered with heavy netting. These mosquito nets are sewn to 
a ring which is suspended from the ceiling. When they are tucked 
under the mattress, the occupant need never fear malaria. Screens are 
not used in the windows; they keep out the breeze. 


The water supply comes from rain collected in huge tanks in each 
back yard. They are as large as factory tanks in Canada as the water 
must last for the long, dry season when the earth begins to parch white 
and dusty. 


The shops are for the most part neat. With no show windows, 
their whole front opens on the street. There is no crowded door; you 
may step in anywhere. 


Small Morris & Austin cars skim over the pitch roads on the left 
side. There is an excellent taxi service. For a shilling you can drive 
anywhere within Georgetown. The roads aren’t too good outside town 
and there are very few of them. 


Boats go up the Essequibo River to Mackenzie, the Bauxite Mines. 
Sixty-five miles up the river you are but four feet and a few inches 
above sea level. At night, huge rhinocerous beetles fly into the glare of 
the welding arcs. Four inches from stem to stern, their horrible 
appearance is said to be their worst characteristic. Vampire bats 
occasionally make their presence known and the victim arises in the 
morning feeling a little groggy. 


In some sections where the water isn’t too muddy, you can swim. 
But don’t swim if you have any scars or cuts. Tiny fish travelling in 
schools like the odour of blood. They rip small chunks of your flesh 
away. From reports, they seem to make a complete job. 
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Farther in the interior the flat jungle gives way to lofty moun- 
tains. Al Williams, a veteran Canadian pilot who charges about seventy- 
five dollars a trip, flies passengers back as far as Kaieteur Falls. This 
world wonder tumbles water over a precipice 800 feet high. So high is 
it that the flood reaches the bottom as mist. This interior is wild and 
mostly inaccessible. Those who have reached remote places hint at vast 
riches in gold and diamonds. The primitive Indians live as they have 
for ages and are likely to do so for ages more. Unless concerted effort 
and vast sums are expended, treasure that is surely there will remain 
locked in this fastness. 


Wild rubber was once the wealth of the Amazon. Several hundred 
miles beyond those mountains one form of it makes its appearance. 
Here, Indians trade miniature objects made from Balata for flour, etc. 
Some Balata is exported. Giant trees whose wood is strong and durable 
as steel are cut for export. Rice and sugar cane are grown along the 
coast. Bauxite, gold and diamonds are the important minerals mined 
at present. Mining of Bauxite has accelerated since the war. Indica- 
tions show present drilling will open new sources of oil. Those who 
should know say that many fortunes will be made in Guiana. I will 
hazard a guess that many lives will be broken and lost as well. 


Every colony, no matter how small, has its magnificent Botanical 
Gardens. British Guiana is no exception. Many rare types of palm 
have been imported and flourish. In the canals, alligators are concealed 
by water lillies, large as Panama hats, with pads wide as a bass-drum. 
White birds with long, curved necks flock in the trees. Parrots and 
strange, beautiful birds from the interior are exhibited in cages. Sea- 
cows loll about in'a small lagoon. This Garden is beautiful. 


There still linger memories of several dinners at the Georgetown 
Club, the rush of calls, the hubbub of the large covered market-place, 
the hurry to get a police permit to leave the colony, the cautious 
manceuvring of the boat over the bar with the muddy sea beating, far 
as the eye could see, against the dykes. 


At sea again the bow pointed north to Canada and winter. 


TRINIDAD AND TOBAGO 
Trinidad, most southerly of the West Indies Islands, is twenty- 
seven miles off the coast of Venezuela. Tobago is just off the north 
coast of Trinidad. The British captured it from Spain in 1797. The 
population is similar to that of British Guiana: British Indians, Blacks, 
British, French, Spanish. and Portugese. 
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Economically, Trinidad’s importance lies chiefly in its oil produc- 
tion. In 1938 over sixteen million barrels were produced. This figure 
has probably been greatly increased since the beginning of the war. 
Cocoa, sugar, rum and molasses are produced in large quantities. 
Recently, fine grapefruit juice has been exported by an efficient co- 
operative company. In future, the Imperial College of Tropical 
Agriculture in Port of Spain promises to play a large part in improving 
the agricultural products. 


Trinidad is the main terminus for airlines to North, Central and 
South America. Recently the service has been extended by the addition 
of flights to Barbados, as well as by the calling of the west-bound 
Clipper from Lisbon. The busy harbour of Port of Spain is filled with 
ships of every nation, naval craft and seaplanes. In November, the 
sleek Queen Elizabeth anchored off shore. 


The standard of living is fairly low. Exporters would do well to 
bear this in mind. Products for mass distribution should be packaged 
in smaller containers to sell at low unit prices. Humidity, heat, insects 
and rough handling in transit make packages a major problem for 
anyone wishing to sell intelligently here. 


In the open air lobby of the Queen’s Park Hotel cosmopolitan 
crowds mingle. You can meet foreign correspondents, opera singers, 
motion picture stars and business men. Most interesting stories go the 
rounds about places as far apart as Alaska and Persia. 


The roads are fairly good. Pitch from the famous lake covers most. 
The narrow-gauge railroad is something of a phenomenon. At cross- 
ings, the gates are arranged to stop the train and not the auto traffic. 

Trinidad’s importance in trade should increase in future. Improve- 
ment is evident everywhere and intelligent business men there are fully 
as wide awake as their Canadian cousins. 


THE WINDWARD AND LEEWARD ISLANDS AND BARBADOS 


The appearance of these islands from a distance gives one a 
peculiar sensation of approaching a mountain range by plane. The 
peaks rising steeply to over four thousand feet from the expanse of 
sea appear to be much more lofty. 


For the most part, the islands have suffered from depressed prices 
in the agricultural products. Sugar, molasses, cocoa, copra, bananas, 
cocoanuts, essential oils, limes and arrowroot are exported along with 
fine sea island cotton. Arrowroot produced in St. Vincent has become 
a profitable business co-operatively marketed by the producers. 














226 The Quarterly Review of Commerce 


With the exception of Barbados, the population of individual 
islands is small. The Windward Islands total 276,000; the Leeward 
Islands 142,000; that of Barbados is 195,000. Until something is done 
to increase their income, they may not prove to be profitable markets 
for Canadians. The recent British Commission sent out to study ways 
of increasing the prosperity of these islands suggested, in part, that 
mixed farming should be adopted and less concentration on the staple 
products like sugar and cotton should be practiced. Reports circulate, 
though, of outsiders who have begun growing certain crops (oranges, 
Granada; tomatoes, Tobago). With careful planning and marketing 
they have prospered. It would seem that in some cases at least the 
fault can be corrected. It’s hard, though, to teach the old dog... 


Let us examine the 1938 imports to these islands with a view to 
judging Canada’s prospects. 


1938 imports into Barbados in thousands of pounds Sterling: 
United Kingdom Canada United States 


Brel 5.3 | ss... ! ei ie 6 6.5 
Biscuits ...... 1.2 1.6 2d 
Boots and Shoes (125, 000 Pairs) 26 3 119 
Butter - 9.5 .70 
Autos, Trucks Parts. 40 26 9 
Cattle Food .... 15 7 31 
Cotton Piece Goods and Manufactured 117 2 7 
Fish bg .09 6.5 
(Newfoundland 50) 
Wheat, Oats, Barley, Cornmeal, etc. 50 54 21 
Hardware 16 3 11 
Lard and Substitutes 7 A 4 
Machinery and Tools 60.5 1 3.5 
Manures ... 50 8 
Meats (Bacon, Ham, ‘Salt Beef & aleve 13 29 5 
Medicines, Drugs 13 2 7 
Paints, Colours 9 3 1 
Paper (Writing and Packing) 11 3.5 3.6 
Soap (Common) 20 164 
Fresh Vegetables, Potatoes, Onions, etc. .055 8.9 9 
Wood and Timber 48 30 
Manufactured Wood ........ 8 1 1 


(Condensed from West alias Yeu! Book) 


After examination of the above figures the normal needs of the Wind- 
ward and Leeward Islands can be estimated. 


Being somewhat similar to Barbados in population, living stand- 
ards, location and physical features, a careful guess should be possible. 
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The present factors that favour our products must also be kept in mind. 
Then with an appraisal of his own product, in the light of what was 
previously discussed, one can judge fairly accurately his prospects. 
Later, Bermuda will be given separate treatment. 


Manufacturer’s Agents in the West Indies represent a very large 
assortment of Agencies. In many cases this plan works well, but only 
when the Agent is reliable. There were several cases of more than one 
similar agency being handled by an individual. This arrangement has 
advantage for the agent but little for the exporter. By necessity, agents 
carry many disassociated products. The cost of travel and the small 
demand in some cases makes this plan logical. One never can be certain, 
however, that his product is receiving fair treatment. Therefore, it is 
necessary to keep in touch with the Territory at intervals. 


The plan of sending one’s own traveller from Canada is highly 
recommended. He may merely appoint agents and check up on them 
by doing detail selling. If one’s selling problems are difficult, however, 
it may be wise to have a permanent representative from Canada con- 
stantly on the spot. Where the potential sales can pay this expense, one 
should intensively sell through his own salesmen. 


From the point of view of the manufacturer there are other 
advantages of sending his own representative. He can accurately 
estimate the potentiality; can judge the best agents; can offer merchan- 
dising ideas with his employer’s best interests in mind. A Canadian 
calling on the West Indies Trade, as well, has a favourable psychological 
effect on the trade. 


The chief criticism in the West Indies of Canadian exporters is that 
our products in many cases are not properly merchandised for the 
Tropics. Meat isn’t cured correctly, condensed milk coagulates, pack- 
aged biscuits become rancid and the packages split open. Some, as well, 
said Canadians disregarded inquiries. Others considered that our prices 
on mass production articles were unnecessarily high. All these com- 
plaints can be successfully dealt with by having a man who knows one’s 
products there on the spot. From the manufacturer’s point of view, 
credit can be thoroughly checked. 


Canadian Government Trade officials in the colonies are always 
eager to serve potential Canadian exporters. A manufacturer can 
hardly expect them, though, to give his problem concentrated effort. 
They are useful in passing on the up-to-date regulations, which are 
changed currently, and the different tariff rates in the many colonies. 
The Royal Bank of Canada has branches in important colonies and even 
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in some of the lesser important ones. The officials are co-operative and 
helpful. For those mildly interested, The West Indies Year Book, 
published in Montreal, is complete with details up to 1940. Before one 
embarks on any venture in the West Indies, all the available material 
must, naturally, be studied intensively. 


BERMUDA 

The beautiful islands of Bermuda, because of their proximity to 
Canadian and American ports, depend to a great extent on the expendi- 
tures of visitors for their prosperity. Many steamship lines and planes 
pour thousands into the colony each winter. Therefore, the retail 
products sold, other than food, are designed for tourist trade. Woolens, 
pipes and quality merchandise may be purchased fairly reasonably. 
Imports are of quality products as opposed to those of inexpensive ones 
bought in the other colonies considered. Since little manufacturing is 
done, practically everything has to be imported. (See figures attached.) 


The agriculture of the islands is well developed and exports of 
early vegetables are made to Canada and the States. By examining 
the preceding figures you can, however, judge how inadequately 1,300 
cultivated acres supply 32,000 residents plus the thousands of tourists. 


Bermuda’s main imports in 1938 are listed in thousands of pounds 
Sterling, below: 
United Kingdom Canada United States 


i i es 5 Bets, | NAG, 5 1 23 
Tigers Reg eK a ee 1 14 2 
I oc. case cuciaassasevusavcinvessh> 11 1 43 
RIESE ES BRIS i ce et 3 2 3 
PeemCreeen HUN 6 RK. AR. 9 6 77 
RCE PRET SSR See Be ee ee cee en Se .042 16 3 
A I oe .013 4 6 
sg marieses agit eenanes serie srriene. oem «5 ‘ 5 24 
Fresh Mutton ................... heh hie 5 4 
ied aL CIEE NT See 19 a 
Pamis and Varnian...............<.......c.6sce0008- 2 4 5 
I cell Sas ses i deci bs Sinhala dabahenttbaxd | adieet 6 11 
0 a ee OB re | es EN 13 
Woolen Clothing ....................... PERT oh 61 1 5 
| ee 50 5 1 


(Condensed from West Indies Year Book) 


Canada and the United States bought the major portion of the 
agricultural exports of Bermuda in 1939. The total production was 
almost one hundred thousands pounds Sterling, and the surplus of 
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twenty thousand pounds being exported. The large proportion of early 
vegetables is sold in Canada. 


It is extremely difficult to draw any definite conclusions in a 
situation as unstable as the one we are studying. Regulations and 
rulings are continually being enforced which reduce our prospects. The 
writer received a letter today from St. Vincent, in the Windward Group, 
further restricting imports. Apparently Canadian exchange is becoming 
more scarce. Therefore, in spite of a situation which ordinarily places 
us in a favourable position, we are forced to recognize the importance 
of our trade-balance with the Sterling Block. Unless some artificial 
control is soon adopted, our hopes may be dashed. But there is profit- 
able business waiting in the British West Indies. There lies our most 
logical export market. 











WHAT OF NEWSPAPER ADVERTISING? 
DUNCAN MacINNES 


To what extent does newspaper advertising reach the 
consumer? In which part of the paper are advertisements 
best located? What developments have accompanied interest 
in war news? Mr. MacInnes presents a factual survey based 
on results obtained from “The Continuing Study of Newspaper 
Reading,” a study sponsored by the Research Department of 
the Bureau of Advertising, Canadian Daily Newspapers 
Association. 

ee a 


URING the great period of rising markets in the late 1920’s, sales 
came without planning and merchandising campaigns were largely 
incidental to the more important problem of production. These pros- 
perous, care-free days came to an end in 1929, when the emphasis in 
business shifted from producing the product to producing the customer. 


This had a sobering effect on merchandising executives. During 
the painful period of readjustment they discovered they were suffering 
from too much inspiration and too little deliberation; that in planning 
a sales and advertising campaign a man’s judgment is no better than 
his information. 


Consequently, market research became increasingly important to 
distribution. Nor has the search for facts been confined only to investi- 
gation of needs and preferences of the consumer; it has been extended 
to analyses of the efficiency of advertising copy and the ability of 
advertising media to reach and influence potential buyers. 


Hundreds of research projects have been carried out in this new 
factual era of sales and advertising. Many of these reports have con- 
tributed greatly to the efficiency and economy of merchandising. Others 
have been less thoughtfully planned and executed, but the net result 
has been excellent, since research is bringing about greater under- 
standing of the consumer market and the factors which influence it. 


Since advertising often is responsible for the success or failure 
of a sales campaign, it is natural that much of this research has dealt 
with the media of advertising. This has resulted in a new and more 
constructive concept of media. Less emphasis is being placed on 
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circulation and more on the potentialities of the markets reached; less 
importance is given to how many and more to the manner in which 
people read or listen. 


The need for factual data about media has produced one of the 
most ambitious research efforts so far undertaken, “The Continuing 
Study of Newspaper Reading,” with which this article is concerned. 
This research into newspaper reading habits was started in July 1939 
and will continue until the reports represent a true cross-section of 
the North American press, both geographically and by population and 
circulation groups. 


The Continuing Study was undertaken in the belief that more 
definite knowledge of newspaper reading habits would permit more 
effective use of the press for advertising purposes, and also provide 
valuable information to editors and publishers. 


When the reports of the early studies became available it was 
realized that the research was accomplishing more than these objectives. 
Not only was the study developing a quantitative yardstick of news- 
paper reading and revealing the differences in readership of good and 
poor use of editorial and advertising space, it also was exposing some 
of the “sacred cows” of the advertising profession. Contrary to popular 
superstition, more people were found to be reading left- than right-hand 
pages; advertisements on inside columns were being better read than 
those on the borders; as many people were found to be reading editorials 
and advertising below as above the fold; a high percentage of men was 
found to be reading the society pages, and many women were found to 
be interested in the sports pages, and so on. 


* * + * 


Since the value of any advertising research effort often is judged 
by the method and the auspices under which it has been conducted, 
something should be said at this point about the history of the Con- 
tinuing Study of Newspaper Reading. 


When the daily newspapers of Canada and the United States 
decided to make this study, they determined it should be made on the 
broadest kind of basis and under auspices which would ensure scientific 
integrity. In line with this purpose, the Advertising Research Founda- 
tion, an organization jointly sponsored by the Association of National 
Advertisers and the American Association of Advertising Agencies, 
was invited to conduct the studies and publish the reports. 


Funds for the purpose were provided by the Bureau of Advertising 
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of the American Newspaper Publishers Association and the Canadian 
Daily Newspapers Association. 


The administrative committee in direct charge of the work consists 
of: Stuart Peabody, advertising director, the Borden Co.; Lee H. 
Bristol, vice-president, Bristol-Myers Co.; Henry Eckhardt, chairman, 
Kenyon & Eckhardt, Inc.; William G. Palmer, vice-president, J. Walter 
Thompson Co.; William G. Chandler, Scripps-Howard Newspapers, and 
Charles F. McCahill, The Cleveland News. 


This committee engaged Publication Research Service, successor 
to Gallup Research Service, under the management of Carl J. Nelson 
and with the consulting assistance of Harold H. Anderson to conduct 
the field work. 


The procedure followed in making these studies is explained by 
the Advertising Research Foundation in the following summary: 


1. An analysis is made of the circulation of the newspaper to be 
studied and this, together with economic data regarding the city, is 
used as a basis to select a representative cross-section of the paper’s 
circulation. This cross-section will always be of sufficient size to 
provide statistical adequacy. 


2. All readers interviewed are 18 years of age or older, so the 
studies relate only to adult readers. 


3. Each individual is interviewed 6n a fresh, unmarked copy of 
the paper of the immediately prior day. Each respondent is interviewed 
on every editorial item, every news item and every advertisement on 
each page of the newspaper. He is asked to point out each individual 
item which he has read in that issue of the newspaper. The technique 
used in interviewing is designed to afford protection against errors and 
to conform to the highest standards attainable. 


4. Whatever the respondent has actually read is marked on a 
copy of the newspaper. Each separate news story, editorial, comic, news 
picture and advertisement gets its own mark. Only those things which 
he has actually read are recorded. The interviews disregard anything 
which is “usually read,” “liked” or “going to be read.” 


5. The reading of advertising matter, both national and local, is 
recorded. The individual is questioned with respect to the advertise- 
ments of national advertisers, as to whether he read the important 
portions of the advertisements; such as the headline, illustrations and 
copy blocks. 
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6. Staff interviewers are supplemented in each city by the selected 
interviewers who are carefully trained and tested. Interviews are veri- 
fied by checkers who go to individuals who have been interviewed and 
ascertain the validity of the questioning. Partial or unsatisfactory 
interviews of any kind are instantly discarded. 


7. All field interview copies are filed and stored for a reasonable 
period of time, ready for inspection by any responsible party. 


8. The results of the individual field interviews are tabulated, and 
the percentage of reading of the total number interviewed is indicated 
on each editorial, news story, picture and advertisement. The percent- 
ages are tabulated separately for men and women readers. 


9. A master copy is then prepared for distribution, together with 
a summary of important statistical data relating to the particular study. 


The Foundation issues a report covering each newspaper studied, 
and compiles periodical summaries. So far, two summaries have been 
issued, one covering the first 15 studies and the second the first 24 
studies. 


The first 24 studies, based on more than 10,500 interviews, include 

5 evening and nine morning newspapers, having a combined circula- 

tion of 1,577,812. They range from issues with 20 pages to issues of 

56 pages, from papers with a circulation of 8,000 to a circulation of 
over 150,000, located in cities of from 17,000 to 450,000 people. 


So far, three Canadian daily newspapers have been studied. The 
first, The Hamilton Spectator, is included in the summary of the 24 
studies, but The Windsor Star was 27 and The Montreal Star 28 on 
the list. 


The Advertising Research Foundation has issued warning in each 
of the individual reports against drawing conclusions based on insuffi- 
cient data. Even on the basis of 24 studies it is felt unwise to base 
definitive or final conclusions on some subjects but there are a number 
of problems for which the studies do show definite trends. These are 
worthy of exploration and form the basis of the comments which follow. 


* * * * 


That daily newspapers are well read did not come as a surprise 
to either publishers or users of newspaper advertising. The fact 
that the people of Canada and the United States spend more than 
$400,000,000 a year for the purchase of 42,000,000 copies of newspapers 
daily is sufficient evidence that newspapers are read. 
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The studies have not been concerned with newspaper reading per 
se, but rather those factors within a newspaper which influence reading, 
“traffic stops,” as they are characterized by the advertising men. 


The summaries show that the average newspaper reader is neither 
limited nor exclusive in his reading interests. Though the time element 
alone precludes the possibility of anyone reading everything in his 
newspaper, it is interesting to note that nearly all men and all women 
find something of reading interest in all sections of their newspaper. 


Contrary to the theories that newspaper readers scan only the 
front page and the society, sports, comics or special sections in which 
they are interested, the percentage of readership of any page does not 
appear to be affected appreciably by the position of the page in the 
paper. There is a sustained level of interest of 96 per cent or better 
for the inside pages of both sections one and two, for both men and 
women. 


High readership of all sections of the daily newspaper is confirmed 
by a summary of readership of individual pages throughout the news- 
papers studied. The median percentage of reader traffic stopping on 
any page shows a marked consistency from the front to the back of 
the paper.. In the case of men readers, median readership of any page 
ranged from 51 to 79 per cent, and with women readers it ranged from 
58 to 82 per cent median readership. 


Obviously people read whatever they ‘find interesting no matter in 
which section or on what page of the paper it may appear. 


Despite the old axiom that a right-hand page is superior to a left- 
hand page as far as readership is concerned, a comparative analysis 
of traffic stops reveals a slight edge in favor of left-hand pages. Median 
readership of all pages examined was 64 per cent for lefts and 61 per 
cent for rights in the case of men, and 75 per cent for lefts and 70 per 
cent for rights with women readers. To eliminate the influence of 
editorial content, an analysis was made only of pages which carried 
both advertising and news. This showed that 65 per cent of the men 
and 76 per cent cent of the women stopped to read left-hand pages and 
60 per cent of the men and 68 per cent of the women read something 
on right-hand pages. 


A further analysis of traffic stops throughout the paper was made 
by comparing “any for page” readership for page seven and forward 
and page eight and back in the paper. Only pages carrying advertising 
and editorial were included, and special sections such as sports, society 





























What of Newspaper Advertising? 235 


and women’s pages were excluded from this comparison. Page seven 
and forward had medians of 70 per cent for men and 80 per cent for 
women, and page eight and back had medians of 62 per cent for men 
and 70 per cent for women. 


In other words, there is no major problem involved in the question 
of page in the paper on which an advertisement or editorial item may 
appear. 


Some old theories about the value of special sections in the news- 
paper also have been exploded by the Continuing Study. Analysis of 
reader traffic stops on society and women’s pages revealed that 35 per 
cent of the men and 80 per cent of the women stopped to read something 
on these pages. Similarly, it was found that what was believed to be 
the men’s section of the newspapers, the sports pages, were being well 
read by women, with a median readership of 36 per cent. The median 
for men was 72 per cent. 


Certain ranges of readership begin to develop when the specialized 
classifications of news are considered. Readership of some editorial 
material seems to vary almost equally for men and women, but in others 
widely divergent norms of interest are shown. 


This is natural, because men are more inclined to deal with abstrac- 
tions than women. Men show greater interest in such subjects as 
politics and business. Women, on the other hand, read to a large extent 
through their emotions, and it is not surprising to find that lovelorn 
columns, beauty and health articles interest them more than financial 
or sports news. 


The best read editorial features by both men and women is the 
picture page, with a median reading of 92 per cent of the men and 93 
per cent of the women. Comics appear to occupy second place with men 
with median readership of 84 per cent, and society news with women 
87 per cent. The following table shows median readership of various 
editorial features: 


Men Women 
Picture page 92% 93% 
Comics : 84 80 
Editorial page ax 82 80 
Sports news 80 49 
Society news ie 47 87 
Editorials ; ee ee 40 24 
Radio listings and news es 38 51 
Letters to the editor 33 25 


Financial news 29 10 
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The percentage figures on readership as developed in these studies 
are quantitative in character. They are not intended to measure the 
quality or intensity of reading. For example, cross-word puzzles 
attracted the attention of only seven per cent of the men and women 
readers, but the interest among that small number is highly intense. 
This is true also of other sections of the daily newspaper. 


An analysis of readership of local, national and international news 
has revealed some significant facts. Selection of the 150 best read 
stories by men in the first 15 studies showed that 29 per cent were 
international, 25 per cent national and 46 per cent local. Among women, 
the percentage distribution was 11 per cent international, 27 per cent 
national and 62 per cent local. 


It is probable that the weighting in favor of local news would be 
even greater when international events are of a less dramatic nature. 


This interest in local affairs is worth the consideration of every 
advertiser. It emphasizes the point that to the reader all advertising 
is local . . . in fact, it is more than local; it is personal and individual. 
Regardless of where an advertisement may appear, the test as to 
whether it has fulfilled its primary function, namely, getting read, is 
how many people find it of personal interest to themselves. 


Considerable space has been devoted to the results of the study of 
readership of editorial material because there is close relationship 
between the editorial and advertising effectiveness. The editor and the 
advertiser are appealing to the same basic human impulses, and the 
fact that there is such a relationship is, of course, the justification of 
advertisers to merchandise their products through newspapers. 


Analysis of the first 24 studies reveals, however, little direct 
relationship between readership of the editorials and advertisements 
on a given page. This is extremely important. 


The advertisement itself stops its own traffic, and creates its reader 
interest. In other words, it isn’t the page in the paper nor the position 
of the ad on the page which stops the readers. It is the use the adver- 
tiser makes of the white space. 


Since all newspaper readers do not read all the editorial content, 
it is not surprising they do not read all of the advertisements, but they 
read a very high percentage of them. Woman readership of any adver- 
tising, other than classified, in fact, surpassed the best read editorial 
feature. Median readership of various classifications of advertising is 
as follows: 





























What of Newspaper Advertising ? 


Men Women 
Any advertising (except classified) 80 % 95% 
Retail advertising ................... 74 94 
National advertising ............. ... 58 61 
Amusement advertising 44 59 
Department store advertising 38 83 
Classified advertising .................. 33 43 


It will be seen that readership by both men and women of retail 
or local advertising is considerably greater than that of national adver- 
tising. In the case of women readers, it is interesting to compare these 
percentages with the distribution of women readership in local, national 
and international news. The primary difference in readership between 
local and national advertising, however, is probably one of size of space 
used. Department store, drug store, furniture and grocery advertise- 
ments usually occupy larger space than national advertising. 


The highest percentage of male reading of any national advertise- 
ment was given to a 1,080-line automobile advertisement — 54 per cent. 
The second best read advertisement was a 744-line cigarette advertise- 
ment which was read by 52 per cent of the men. 


With women readers the highest rating for national advertising 
was given to a cigarette advertisement of 1,328 lines with 66 per cent, 
and to a medical supplies advertisement of 795 lines with the same 
readership. ; 


The first 24 studies included 678 national advertisements of 70 
lines or more, and it is believed this sample is inadequate to permit 
final conclusions. 


Analysis of these advertisements by classifications and size groups 
does reveal certain trends, however. For example, it shows the effect 
of size of space on readership. It reveals tremendous differences be- 
tween readership of advertisements in which best and poorest use has 
been made of white space. For example, 103 national advertisements 
of grocery products appearing in the 24 studies have been classified 
as follows: 


MEN WOMEN 
SIZE OF AD High Low Median High Low Median 
70 - 149 lines 6 1 1 | 14 1 3 
150-299 “ 6 8is.. See 1 2 | 17 1 6 
$00-499 “ uuu... 12 1 4 | 41 2 11 
500-999 “ ........ oo 1 6 39 2 16 
1,000 lines and over.. 12 | 29 


The completion of more studies will give more conclusive evidence 
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of the effect of size of space on the readership of national advertising. 
The trend shown by the above table reveals that there is a steady 
progression in percentage of median readership from the smallest to 
largest advertisement. 


This trend is confirmed by similar tables prepared on local adver- 
tising, of which a greater variety of samples is available. For instance, 
an analysis of the advertisements of grocers and butchers reveals the 
following information: 


MEN WOMEN 
SIZE oF AD High Low Median High Low Median 
70-149 lines .... 14 1 2 | 30 1 5 
150-299 “ ne a 1 4 49 1 12 
300-499 “ +o 2 5 | 34 3 20 
500-999 “ 21 3 10 | 50 7 28 
1,000-1,999 “ ........ 22 6 11 | 48 20 37 


2,000 lines and over. 42 20 33 57 39 56 


The objectives of the organizations making these studies are con- 
cluded with the reporting of newspaper reading habits. The interpreta- 
tion of this information, for example, in respect to the relative value 
of different types of advertising technique becomes the duty of those 
making use of the reports. 


A number of supplementary studies of this nature reveal that the 
Continuing Study will prove valuable in pointing the way toward more 
effective use of newspaper space. For instance, a food manufacturer 
has found that advertisements carrying recipes attract a larger audience 
of women than general advertisements. The median readership of a 
group of recipe advertisements of 400 lines and over was 34 per cent, 
compared with 18 per cent for non-recipe advertisements in a group 
of the same size. 


An advertising agency divided all of the national advertisements 
into six types of copy treatment and found that certain kinds of adver- 
tising have an appeal far in advance of others. According to their 
research, the advertisements in the first 15 studies, based on the per- 
centage of those who reported seeing the copy, fall into the following 
order of popularity: “believe or not,” recipes, comic, dominant illus- 
tration, balloon strip, white space and general. 


The Continuing Study has answered effectively also questions 
which were raised as to the potency of newspaper advertising during 
“Big News” periods. When news interest shoots upward, do adver- 
tisers’ opportunities decline? Supplementary study of the reports 
reveals that this is not so. It was found that there are more newspaper 
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readers and that, on the average, each spends more time on his news- 
paper. Increased interest in the news was found to mean additional 
reading of the whole newspaper. Comparison between studies made 
before the war had started, and some made when Norway and the Low- 
lands were being invaded, showed that women readership of any display 
advertising advanced from 91 to 95 per cent, of local advertising from 
87 to 95 per cent and national advertising from 55 to 67 per cent. 


Among men, readership of any display advertising advanced from 
76 to 87 per cent, of local advertising from 65 to 85 per cent and national 
advertising from 42 to 62 per cent. 


“The Continuing Study of Newspaper Reading” is developing new 
and valuable information for both editors and advertisers which 
undoubtedly will bring about a new concept of the daily newspaper. 
As such, it is a valuable contribution to the growing knowledge of 
modern merchandising. 











THE BATA SHOE COMPANY OF CANADA, LTD. 
R. B. TAYLOR 


This article was made possible through the co-operation 
of Mr. Thomas Bata, Jr., President of the Bata Shoe Company 
of Canada, Ltd. On the occasion of the writer’s visit to the 
Bata plant he was shown every courtesy by Mr. Bata and his 
staff, and practically all the information which appears in the 
article was obtained during that visit. 


& 4 * 


N April, 1939, Thomas Bata, Jr.,1 arrived in Ottawa and began 
negotiations with the Canadian Government for permission to 
bring into Canada up to 250 key workers and the necessary capital and 
equipment to establish a plant for the manufacture of shoes and shoe 
machinery. By July permission had been granted and before the middle 
of August the old Canadian Paper Company mill at Frankford had 
been fitted out to serve as a temporary shoe factory and machine shop. 
Early in the fall, work was begun on a five-story factory and March of 
the next year saw the occupation of the new building. By December 31, 
1940, Canadian Bata had produced over 600,000 pairs of shoes and in 
addition a quantity of such articles as lathes, gauges, aeroplane parts 
and truck couplings manufactured in the old paper mill, now entirely 
given over to machine shop work. Behind this sketchy outline of Bata’s 
Canadian venture lies the story of Bata’s success in Europe, a story of 
how a modest shoemaker’s shop was developed and expanded into a 
concern of international scope and reputation. 


BATA IN ZLIN 
The year 1580 saw the beginnings of the Bata line of shoemakers 
in the small village of Zlin, Czechoslovakia. Three centuries later, in 
1894, Thomas Bata, Sr., the eighth in direct line of descent of Bata 
shoemakers, launched the concern which ultimately became one of the 


1Thomas Bata, Jr., is the son of the man who founded the Bata enterprise in 
Zlin. Although still in his middle twenties, Mr. Bata has had a wealth of experience 
in the shoe industry, both in Czechoslovakia and in England. While employed in 
Zlin, he was moved around from place to place and even spent some of his time in 
the Bata department store. As Mr. Bata himself puts it, “When I heard of trouble 
in any of our plants I could always count on being sent there.” One of the results 
of this experience is that Mr. Bata can personally handle any of the jobs in the 
Frankford shoe factory or machine shop. Althcugh President, he still considers 
himself a worker and punches a clock with his employees. 
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largest producers of shoes in the world and earned for him the sobriquet, 
“the Henry Ford of the shoe industry.” Thomas Bata held two beliefs 
that were the foundation stones of his success: First, make good in- 
expensive shoes so that many people can buy them; second, use as much 
machinery as possible to increase the productivity of the worker, thus 
increasing the profits which may be turned back to the worker in the 
form of higher wages and services or given to the consumer in the form 
of lower prices. Therein lie the bases of Bata’s success as an industrial- 
ist. But Thomas Bata is also remembered? as a humanitarian and social 
revolutionary. Here his fame rests upon his ardent belief in the dignity 
and worth of the individual. Unless industrial labor is to be oppressive 
slavery, Bata realized that, besides gain, there must be present another 
and still more powerful psychological spur—the joy of the worker in 
his work. Nor was this an idle belief for, despite the fact that from 
1894 to 1933 the number of workers in the Bata industry multiplied 
from a small handful to over 20,000, the subservience of worker to 
machine never entered the picture. 


Instead of subdividing production according to function, the vari- 
ous operating departments were grouped in such a way that one small 
group of workers became responsible for the complete manufacture of 
a shoe, from the cutting of the sole and upper to the final boxing. These 
decentralized producing units were made as small as economically 
possible. George Francis Johnson, of the Endicott-Johnson Corporation, 
after an inspection of Bata’s plants and methods in Zlin, conceded that 
Bata’s method of departmentalizing his plants was more efficient than 
his own functional system. While mass production methods must, of 
course, play an important part in any enterprise as large as the Bata 
one, the attempt to preserve the individuality of the worker has been 
largely successful. 


The following facts about the Bata industry in Zlin illustrate the 
progress of the Company and its effect on the life of the people. The 
average price of a pair of shoes fell from 220 Czech crowns* to 34 
crowns. Weekly wages rose from 166 crowns to 525. Daily output rose 
from 50 pairs to 166,000 pairs, while output per worker rose from 314 
to 614 pairs per day. 


On workers’ savings invested in the Company, Bata guaranteed a 
10% return. The amount of these invested savings had risen by 1933 
to 135,000,000 crowns. The workers’ share of profits, calculated from 

2Mr. Bata was killed in an aeroplane crash in 1932. 


3In 1922 the value of the Czech crown was stabilized at about 3c (U.S.). See 
article on Czechoslovakia, Encyclopedia Britannica, 14th Edition, Vol. 6, p. 954. 
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the profit and loss sheets for the operating departments mentioned 
above, rose from an average of 50 crowns per man per week to 120 
crowns. 


Mr. Bata recognized the value of good health and instituted a 
monthly physical examination of his employees. The health record of 
Zlin improved, while the population grew. In 1900 there were 2,950 
inhabitants and the death rate from tuberculosis was 5 per 1,000. In 
1934, the population was 44,000 and the death rate from tuberculosis 
.6 per 1,000. 


In 1934, Zlin had the highest marriage rate, the highest birth rate, 
and the lowest death rate in Czechoslovakia. It had the largest number 
of motor vehicles in the country. The town came through the depression 
with flying colors. Zlin was in 1934 the biggest taxpayer in the Republic 
and at the same time the smallest consumer of public funds. 


Until the early 1930’s, Bata produced shoes only in Czechoslovakia. 
Then expansion began on an international scale, and plants were opened 
in Britain, France, Germany, Switzerland, Holland, Jugoslavia and 
India. Finally, in the last two years, Canada and the United States have 
been added to the list. Side by side with expansion went integration 
and Bata now operates its own coal mines and power plants, makes its 
own machines and markets its own products. 


Because Bata saw that as his employees earned more money the 
shopkeepers of Zlin were raising their prices, he set up his own shops 
to sell at prices that would permit real wages to rise with money earn- 
ings. For the same reason he built homes for the workers and rented 
them at cost. These services, however, were optional and the workers 
could always patronize independent businesses, as they frequently did. 
Ultimately, as might be expected, Zlin came to be regarded as a Bata 
town, although independent enterprises still flourished. Indeed, in 1934, 
Zlin had the largest increase in independent businesses and craft enter- 
prises in all Czechoslovakia. 


Such is the story of Bata. Built on a realization of the need for 
good, inexpensive shoes and on a strong faith in the value of machinery 
to increase labor’s productivity, it became one of the largest industrial 
units in the world. Famous as much for its social ideas and its attitude 
towards its workers as for its size, it stands uniquely as an experiment 
in social economics, great enough to have called from the lips of Edward 
A. Filene, the well-known American merchant, the following: “I am 
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convinced that if the whole world were to adopt Bata’s principles and 
ideas it would mean the end of the present economic crisis.””* 


BATA IN CANADA 


The Bata Shoe Company of Canada, Ltd., has an investment of 
nearly $1,000,000, 94% of which is owned and controlled in Canada. 
The plant is situated in Hastings County about a mile south of Frank- 
ford on Highway 33. The factory building is constructed of steel and 
concrete with windows along its full length both back and front. Beyond 
the factory is Batawa, a collection of workers’ homes, which will, in the 
future, if the Company’s plans materialize, become a community centre 
for Bata workers, with a town hall, a school, shops, a theatre and all 
that goes to make a modern village. 


These are the grounds upon which Mr. Bata selected the Frankford 

site: 

1. “Frankford is almost midway between Toronto and Montreal, 
Canada’s largest markets and largest sources of supplies. 

2. “In the future water transportation facilities will be valuable 
and the Trent Canal system passes within a half mile of the 
plant site. 

3. “Our policy is to be in a country place. 

4. “The country around Frankford is attractive and is hilly, not 
flat.” 


The first two reasons for the choice are orthodox ones and could apply 
equally well to an urban centre. Mr. Bata broke with convention, how- 
ever, when he chose to locate his plant in the country. His policy of 
being in a country place is inspired by the experience of Bata in Zlin. 
Although Zlin, with its population of 44,000, is not now a rural com- 
munity, yet when the Bata enterprise began at the end of the last 
century it was a small town with a beautiful natural environment. 
Careful planning and a generous investment of capital developed it 
into one of the beauty spots of Central Europe. It was found that the 
advantages of such surroundings, best illustrated by comparing them 
to the crowded, noisy and ugly environment of the city factory, had 
important psychological as well as physical effects on the health and 
general well-being of the workers and their families. 


Labor Policy 
Labor has always been a dominant factor in the shoe industry and, 
despite the continual development of machine methods, it seems unlikely 
*This quotation and the earlier reference to Mr. G. F. Johnson were obtained 
from brochures on the Bata industry in the possession of Mr. A. Cekota, general 
manager of the Bata Shoe Company of Canada, Ltd. 
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that machines will ever supplant labor to the same extent as in some 
other industries.’ There are on the Bata payroll over seven hundred 
employees. Of these about eighty are Czechs, brought into Canada 
under the terms of Mr. Bata’s agreement with Ottawa. Included in 
this number are thirty shoemakers, twenty engineers and thirty office 
and export experts. These people, besides handling their regular jobs, 
serve as instructors for the new Canadian workers. When hiring 
Canadian workers Mr. Bata gives preference to those who have had 
no previous factory experience because they have no bad habits to 
unlearn. While most of the present labor force has been recruited from 
Frankford and its environs, some workers come from Trenton, Belle- 
ville and other centres in the neighborhood. 


The training period for the worker varies with the individual and 
with circumstances but Mr. Bata estimates that it takes roughly five 
years to develop a skilled shoemaker from an unskilled novice. The 
training of Bata workers has three stages: training of the hands, 
training of the brain, and training of the outlook. Teaching the worker 
to use his hands is rudimentary. So too, in a large degree, is the job of 
training a worker to think while he uses his hands. The difficult problem 
and the most important of the three is to develop in him the habit of 
taking pride in his work, the spirit of co-operation with his fellows, 
and the feeling that he is an integral and important part of the business. 
The following quotation, taken from a speech by Mr. Bata announcing 
a rise in piece rates and minimum weekly: wages, will illustrate the 
attitude that he hopes to develop in his staff: “You and I have a bet 

. on whether or not we can show the world that the best and cheap- 
est shoes in the world can be produced right here, that this can be done 
with high wages and that we can build up a reputation for the best 
bunch of go-getters that all Canada will envy.” 


Working conditions in the plant are excellent. The extremely large 
window area and the fifteen-foot ceilings provide ample sunlight and 
air space. Fluorescent mercury vapor lamps furnish artificial light. 
Air-conditioning units supply warm air in winter and cool in summer, 
although the situation of the plant minimizes the summer heat. Lots 
of room is provided for working and the small, crowded workshop is 
conspicious by its absence. An unusual feature is the local broadcasting 
unit, controlled from the general manager’s office, with speakers in each 
workroom. During the ten-minute rest period in the morning and at 
noon the system is used with good results in the training program. 


5See H. A. Logan, Labor in Canadian-American Relations by Ware & Logan 
(Toronto, 1937), p. 105. 
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Officers of the Company periodically. talk to the workers about current 
production problems and other matters of mutual interest for manage- 
ment and staff. 


Workers are paid on a piece rate system, with minimums for both 
men and women. The minimums, which have been in effect since last 
July, are: $15.00 a week for all men over twenty-one, with a minimum 
of twelve months’ employment; for girls, with a similar record, and 
subject to some exceptions it is $11.00 per week.* But the workers’ 
earnings need not be limited to their wages. 


Every worker has an opportunity to share in the profits of the 
business. In line with the Bata policy of integrated departmentalization, 
there are in the Frankford plant six shoe-making departments, a depart- 
ment for last and heel-making and one for the production of rubber 
soles. For each of these departments a weekly profit and loss statement 
is prepared. The profit is the value of the department’s production as 
estimated by the management.’ Costs of materials and labor are 
omitted from both sides. Each worker has as well, on his individual 
work card, standard figures for both numbers to be produced and value 
to be added to the product. The losses are the actual costs, and include 
charges for such items as foremen’s salaries, faulty shoes, spoiled 
material, power, heat and direct wages in excess of the standard figures. 
The profit is divided between management and workers, the workers’ 
share being divided amongst them according to the nature of their 
work, a laster, for instance, getting more than a waist paster. In order 
to qualify for a share of the profits, however, a worker must have met 
certain conditions as to service and proved ability. 


This practice can be criticized on the grounds that it can easily 
be manipulated to serve the ends of the management. But the equity 
in any wage payment plan depends on the attitude of management and 
this profit-sharing practice has the psychological advantage of stimu- 
lating co-operation. The bonus payments may be taken in cash or may 
be left on deposit with the company. Interest accumulates at the rate 
of 10% per annum. The only restriction is that 50% of such invested 
savings must remain on deposit for six months. 


Every month Mr. Bata meets a group of workers, at present 
appointed by the management but in the future to be elected by the 


6A working week in the Bata plant consists of five and a half days of nine 
hours each. 

TIt is significant that when the management makes its estimates of production 
for the week, Saturday morning’s work is not included but is left to provide a 
cushion for errors. 
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workers themselves. This Management Advisory Committee is designed 
to act as a safety valve for workers’ complaints and criticisms. Since 
its inception, many constructive suggestions have been put forward in 
the meetings and adopted by the management. When the enterprise 
has become more stable and if circumstances are favorable sickness and 
pension schemes will be introduced which will be 50% contributory. 
Batawa 


Two hundred yards west of the new factory is the Village of 
Batawa. There are about seventy workers’ homes in the village. Most 
of them are of the single family type, although several are constructed 
to provide four apartments. The houses are arranged in four rows, 
two along each side of the main and only street, every second house 
being set back several yards behind its neighbor. Ajithough all the 
houses are constructed on the same plan and of the same materials, they 
vary widely in color. Immediately after construction began, the houses 
were allotted to the workers who would occupy them. Thus a certain 
amount of latitude in decoration, including the color, was allowed. This 
allotment greatly simplified the task of supervising their construction 
because the future tenant who had a personal interest in his home could 
be relied on to do the supervising himself. All the houses have modern 
conveniences, including lighting, plumbing and water. They are rented 
to workers at cost—from $4.00 to $5.00 per week. At present about 
forty of the seventy houses are occupied by Czechs. 


Processes, Methods and Products 

Bata shoes are sold on a price-quality basis. The following features 
of the Bata plant help to keep costs at a minimum. The machine shop 
turns out the dies for cutting soles and uppers and no cutting is done 
by hand. All lasts and all heels, both wooden and leather, are manu- 
factured within the plant. Even the boxes for the shoes are put together 
by Bata workers. A small printing press provides the labels, forms and 
printed matter used by the company. The shoe-making is done on six 
assembly lines. From the time when the prepared upper meets the last 
until the final inspection and boxing all materials move on a power- 
propelled conveyor. The speed of the conveyors can be and is varied 
to control quality and quantity. 


One of the strongest objections raised by the Canadian shoe trade 
against the establishment of a Bata plant in Canada referred to Bata’s 
independence of the United Shoe Machinery Company. This company, 
with its control of patents, is able to monopolize the shoe machinery 
business and exacts its toll from shoe manufacturers by renting them 
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the machinery that they need. Bata, however, has its own machines 
(and patents) and from the implied envy in the above-mentioned objec- 
tion, may derive an advantage therefrom. At least, the Bata Company 
has no fixed charges for machinery rental. 


Many of the shoes made by Bata have rubber soles and heels. These 
rubber parts are moulded in the Company’s own rubber moulds from 
rubber compounds developed in the Company’s plant and are vulcanized 
in the Company’s vulcanizing boiler. The Company has a number of 
machines which will in six minutes vulcanize rubber soles to leather 
uppers, a recent development in the shoe trade. 


While price-quality is the basic sales appeal of Bata shoes, style is 
not forgotten. Behind the cutting room on the second floor is an efficient 
and up-to-date design department and testing laboratory. If wearing 
qualities need checking, the girls (or men) in the plant don the shoes 
and test them. Many of the Bata styles are developed from models 
shown in the New York fashion shows. Pullovers or samples are made 
up and peddled among the buyers, who may make up their orders from 
the salesmen’s selection, suggest changes or submit their own designs. 
The design department is the clearing house for such ideas and changes 
and is in a position to develop its own styles if and when required. The 
type of shoes produced varies from heavy work boots to women’s light- 
weight summer shoes of canvas and rubber. No Bata shoes retail for 
more.than $5.00 per pair. 


Canadian Bata spends very little money advertising its products, 
nor does it follow a policy of developing brand names. Most of its 
market is composed of large buyers such as Simpson’s and Eaton’s, who 
prefer to use their own brands or who sell shoes unbranded. In the 
West Indies, where most of Bata’s exports go, the contacts made by 
the English plant, which has opened stores there, are used. Bata’s 
policy of selling good, low-priced shoes is opposed to brand development, 
and the shoes are marketed through outlets which, for the most part, 
prefer to handle the advertising problem themselves. 


In January of this year the Bata Company was producing approxi- 
mately three thousand pairs of shoes per day. Of a total production 
during 1940 of 540,000 pairs, 156,000 pairs were exported, mainly to 
the British West Indies. The establishment of the Bata plant in Canada 
has not as yet caused any great increase in the number of Bata shoes 
sold in Canada because, before 1939 Canada imported about 380,000 
pairs annually. The Bata Company attempts to stabilize production 
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over the year but since it is still expanding, it has not really encoun- 
tered the problem as yet. 


While Canadian Bata can produce medium- and low-priced shoes 
as cheaply as, and quite possibly more cheaply than, other Canadian 
firms, production costs for the Company are higher here than in either 
England or Czechoslovakia. The three factors contributing to this high 
cost are: power cost, wages and labor inefiiciency. Power costs are 
higher in Canada than in Czechoslovakia, which may seem surprising 
in view of Ontario’s low cost public power system. Wages are estimated 
by Mr. Bata to be 40% higher in Canada than in Czechoslovakia and 
35% higher than in England. Labor inefficiency is, however, the greatest 
single contributor to the high cost in Canada. Last July Mr. Bata stated 
in a speech to his workers that workshops were running at only 55% 
capacity. This was, of course, largely because untrained workers were 
being employed. As training proceeds the figure will be reduced. In 
Mr. Bata’s opinion, Canadian workers compare favorably with those 
of other countries, although they are not so good as the Czechs. This 
difference in proficiency shows up when the type of shoe being produced 
is changed. It takes Canadian workers longer to adjust themselves to 
the new work. 


Bata’s biggest problem in these first years is that of faulty shoes. 
It is being tackled from a long-range viewpoint. Inspection is kept at 
a minimum and a great deal of responsibility is placed on the individual 
worker for the checking of his own work as well as the work of those 
through whose hands the shoe has already passed. While, for the 
present, this method may allow many faulty shoes to pass through, in 
the long run it is bound to be successful for, as Mr. Bata puts it: “The 
characters, the very nature of all of us will grow into the custom of 
quality.” 


Machine Shop 

Although this article is primarily concerned with Bata’s shoe 
business perhaps a word should be said about the machine shop which 
currently employs about 200 workers. Bata’s plans for its Canadian 
unit called for the production of shoe machinery. The war, however, 
has temporarily postponed that side of its work and the machine shop 
is now putting practically all its efforts into the production of war 
materials, which range in kind from intricate precision scales to large 
machine lathes. The only shoe machines being produced are the cutting 
knives for the pattern department. 
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